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Announcing Our Plans for 1927 


AR Io] UMEROUS letters from subscribers and readers have been received expressing 
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- ed securities, the 


f 08, / 


their appreciation of the new standard in financial publishing set by the Christ- 


mas number of THE MAGAZINE OF WALL STREET. This number was only a pre- 


Faath | 


My] lude to what we believe will be the even more brilliant issues to appear during 
the coming year and which, we feel sure, will surpass in value and interest any- 


thing heretofore achieved in our field. 





In former years, manipulation played the de- 
cisive part in security values; today, “funda- 
mentals” has come to take the place formerly 
occupied by manipulation. Keenly aware of 
the great underlying changes in the world of 
business and securities, we have developed a 
new technique of security analysis. 

It is significant that because of the complex 
nature of the material required to form conclu- 
sions, the right kind of investment advice can- 
not, as in the past, be based on the judgment of 
a single individual, no matter how talented. 
Many of our security recommendations, for ex- 
ample, represent the combined efforts of three 
or four analysts. 


It will be appreciated that with over one 
thousand — stocks 


Much of our work is of an underlying, re- 
search character for which we maintain an 
elaborate statistical organization which pos- 
sesses all the important sources of information 
covering all the leading industries and finance. 

We supplement these resources, when neces- 
sary, by securing the co-operation of outside 
specialists in the various fields of industry. 


However, the ultimate value of these huge 
resources of statistical equipment depends en- 
tirely on the soundness of our interpretation. 
It is not amiss, we believe, to state that the out- 
standing position of this publication is due to 
the fact that it is a source of original informa- 
tion as well as a sound guide to investors. . 

We do not offer 
in a boastf ul 





listed on the N. 
Y. Stock Ex- 
change alone, 
added to the im- 
mense number of 
important unlist- 


problem of de- 
termining which 
are suitable for 
investment pur- 
poses has become 
more complicat- 
ed than ever be- 
fore. However, 
as the list gradu- 
ally increased, 
and as new prob- 
lems arose, our 
organization 
alert to all 
changes, devel- 
oped its methods 
to keep abreast 
of the times. 


WHY ?— 


information— 


finance—- 


our sincerity— 


That our read- 
ers may have 
some conception 
of what is behind 
the security re- 
commendations in 
THE MAGAZINE 
OF WALL STREET, 
we briefly sum- 
marize: 


organization— 





The Magazine of Wall Street 


—has the largest net paid circulation of any finan- 
cial publication in the United States— 


Because we supply thorough, accurate, and trust- 
worthy investment, business and economic 


Because our security recommendations are based on 
facts, analyzed by experts who know how 
to interpret fundamental and statistical fac- 
tors in terms of security values— 


Because we are alive to all new business develop- 
ments and our conclusions are sound, bal- 
anced and conservative— 


Because we cover the entire field of industry and 


Because we are a publication of original expression— 


Because our readers recognize our helpfulness and 


Because our conclusions and advices are unbiased, 
for we have no interest in any security, 
brokerage firm or security distributing 


Because we give direct personal answers by mail or 
wire to subscribers regarding their holdings 
—in the first seven months of 1926 we 
answered 55,860 such inquiries: and— 


Because We supply THE MAGAZINE OF WALL 
STREET for only $7.50 per year. 


sense but rather 
in an informa- 
tive way the ex- 
ceedingly inter- 
esting and accu- 
rate forecasts re- 
cently published 
of which the fol- 
lowing are only 
a few examples. 
Readers will un- 
doubtedly recall: 


—Why Oil Se- 
curities May Lead 
Next Bull Mar- 
ket (issue of No- 
vember 6) which 
preceded the con- 
siderable advance 
in oil stocks since 
that time. 


—Preferred Re- 
tirement Is 
Standard Oil of 
New Jersey’s 
Best Investment 
(issue of July 
31) which cor- 
rectly forecast 
the retirement of 
the preferred. 
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—New York’s Street Rail Securities a New Field 
for Profit (issue of October 9) which forecast 
the striking advance in the bonds and stocks 
of these companies. 


—Coming Steel Dividend Action of Utmost Sig- 
nificance to Business (issue of December 4) 
which discussed the dividend prospects of the 
big company which has since declared a 40% 
stock dividend, though we thought the divi- 
dend would not be quite as large as actually 
materialized. 


—How Rising Sugar Prices Will Affect Earnings 


of Leading Companies (Issue of September 
11.) This article called the turn on the entire 
sugar situation and opened the eyes of inves- 
tors to the possibilities of sugar securities, 
since greatly increased in value. 


We selected these articles purely at random 
as offering an explanation of our methods. 
This year we trust to continue this satisfactory 
record. 

In consideration of the above, it will be of 


particular interest to readers to examine the 
leading market feature of this issue: 


The Stock Market Leaders of 1927 


which is the first of a series of unusual and vestors. In this connection, it will also be 
original analytical articles to appear in THE of interest to call attention to various special 
MAGAZINE OF WALL STREET in 1927 and which features to appear in early numbers such as 
in our opinion will be of great value to in- given below: 


THE BUSINESS AND SECURITY FORECAST NUMBER 


January 15 Issue 


which covers practically the entire field of position and outlook for the leading groups of 
business, finance and securities enabling the securities and industries in which there is 
reader to secure a comprehensive view of the appreciable investor interest. 


SPECIAL SWITCHING NUMBER 
January 29 Issue 
which will include an elaborate security feature tors and at the same time give them the oppor- 


listing the suitable switches of the time in tunity for increasing their possibilities of price 
such a way as to increase the income of inves- appreciation in the securities held. 


TWO DIVIDEND FORECAST NUMBERS 
February 12 and February 26 Issues 


which are our annual features and which are practically all the leading stocks listed on the 
always eagerly awaited by investors because New York Stock Exchange nearly three hun- 
they give the logical dividend prospects for dred stocks are covered in the two issues. 


We should also like to announce that arrangements have already been made for the 
publication of special articles on important financial and investment topics by some of the 
world’s foremost leaders, .such as the article by Viscount Robert Cecil in this issue and the 
striking article in the November 20 issue by Sir George Paish. We are withholding the names 
of these authors as their articles are entirely exclusive with THE MAGAZINE OF WALL STREET. 


We also want to call attention to our Investor’s Manual which is now in process of 


preparation and which is given free to every yearly subscriber. A full description is given on 


page 455. 


for JANUARY 1, 1927 
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How Money Grows at 


02 


The following table shows the results of 


| an investment of $20 a month, at 
nc Uu e 614%, with the interest reinvested at 
the same rate: 
YEARS INVESTED INTEREST TOTAL 
IN CASH EARNED ACCUMULATED 


SMITH BONDS = ue al 
3 970.43 3,370.43 

| h 2,458.72 6,058.72 

4,960.20 9,760.20 


14,439.46 21,639.46 


e | - 
In your 00 34,795.30 44,395.30 


Investments of other sums, such as $10, 
$30, $40, $50 or more a month will pro- 


1927 Investment Plans | duce proportionate results. 


























By including the purchase of Smith Bonds in your investment plans 
for 1927 you will accomplish two important results: 


1. You will imcrease your average yield 


The interest rate of 614% on our current offerings of First Mortgage 
Bonds compares with current average yields of 44%4% to 51%4% on 
other classes of high grade investment securities. In addition, these 
614% issues have liberal State and Federal tax provisions. 


2. You will strengthen your investment position 


The security behind Smith Bonds—first mortgages on modern, well- 
located apartment buildings and office buildings in safe cities—is an 
exceptionally sound basis for investment. 


Smith Bonds are protected by large equities, by ample earning power, 
by monthly sinking fund payments, and by other tested safeguards 
that have contributed to our record of 


No Loss to Any Investor in 54 Years 


You may buy Smith Bonds in $1,000, $500 and $100 denominations, 
outright for cash or under our Investment Savings Plan, which pays 
the full rate of bond interest—6!14%—on regular monthly payments. 


The accompanying table shows the results you can accomplish by 
investing your savings systematically at 614%. 
Send your name and address on the form below for our booklets, 


“Fifty-Four Years of Proven Safety” and‘‘How to Build 
an Independent Income’. 


THE F.H. SMITH Co. 


Founded 1873 
SMITH BUILDING, WASHINGTON, D.C. - 285 MADISON AVENUE, NEW YORK, N. Y. 


CHICAGO PHILADELPHIA BOSTON ST. LOUIS PITTSBURGH 
BUFFALLO ALBANY MINNEAPOLIS 
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INVESTMENT & BUSINESS TREND 


Railroad Consolidations in 1927—The Steel Stock Divi- 
dend—Competition in Industry—The Market Prospect 


HILE there have been no important 
railroad mergers this year and the 
situation in this respect has been 
quiet, this by no means indicates the 
real status of the consolidation out- 

“Jj look. Next year undoubtedly will 
wiltaes the formal setting up of several im- 
portant mergers which, by the end of the 
year, should be in actual operation. The atti- 
tude of the Interstate Commerce Commission 
is favorable toward the plan of merging large 
carriers into separate trunk line systems 
and, provided the financing measures are 
satisfactory, will probably offer no resistance 
to solidly planned mergers which have been 
suitably worked out as to features promoting 
transportation efficiency. 

The principal merger to be acted on in the 
coming year is that of the Kansas City 
Southern, Missouri-Kansas-Texas, and St. 
Louis Southwestern which will shortly be 
passed on by the Commission. Other merg- 
ers of equal importance are still in the tenta- 
tive, preliminary stages but should material- 
ize. Among these are the proposed merger 
between the Buffalo, Rochester & Pittsburgh 
and the Del. & Hudson. Of course, the Van 
Sweringen merger still remains in abeyance 
but will probably be consummated in the 
early part of the coming year. The Lehigh 
Valley, it is alleged, is being sought by the 
N. Y. Central through its interest in the 
Baltimore & Ohio. ‘An official of the Atchi- 
son admits that this road may enlarge its 
system. Of remoter interest is the always 
existing possibility of an amalgamation be- 
tween the James group of Northwest roads. 

It is apparent then that the coming year is 
likely to witness some exceedingly interest- 


ing railroad developments. Naturally, this is 
bound to have some effect on these securities. 


WE 


HE United States 
Steel Corporation’s 
melon to stockholders 
in the form of a 40% stock dividend was 
easily the outstanding action of this kind 
during 1926. The first impression was the 
obvious one that the distribution indicated 
the feeling of the directors that it was 
warranted by the outlook for business during 
1927. No doubt the directors have con- 
fidence in the situation but the dividend 
would seem to have more relation to past 

conditions than the future. The corporation 
has been in existence for twenty-five years 

and except during several of the war years 

has not been excessively liberal in its divi- 
dends, pursuing the sound, conservative 
policy of building up the company’s re- 
sources. In the last few years, however, the 
earnings have steadily mounted but share- 
holders have not participated in proportion. 
Hence, the time seemed propitious to make 
up to shareholders that amount of which 
they had been deprived during the company’s 
building up. Shareholders will now prob- 
ably receive the equivalent of $9.80 cash 

dividends per share per annum, a rate which 

the corporation seems able to sustain for a 
number of years. 

oe . 


OMPETITION may 
be, as some say, the 
life of trade, but 

where it exists in aggravated form, it may 


STEEL 
DIVIDEND 


COMPETITIVE 
INDUSTRY 
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prove a death-knell to optimistic expectation. 
In the automobile industry, for example, 
competition has developed to such a point 
that many of the smaller companies have 
shown a loss for the year and this in a year 
where all records were broken for produc- 
tion. Competition has almost ruined the soft 
coal industry as a result of the internecine 
warfare that has raged between union and 
non-union mines. Competition in the tire 
industry has developed to a point which is 
commencing to embarrass the smaller com- 
panies. The competitive sniping, on the 
other hand, of small oil companies has held 
down prices and thus embarrassed the larger 
companies. Other examples of the ill effects 
of competition may be given. It seems un- 
American to admit it, nevertheless, it is a 
fact that monopoly industries have fared 
better. Consider the example of the public 
utilities with practically a clear field in their 
own territories. It is true that they are in 
a broader sense held down as to profit but 
their monopolistic vantage point gives them 
the solace of stable earnings, not true of 
highly competitive industries. Of course, in 
boom times competitive industries earn 
larger amounts proportionately _than the 
utilities or similarly monopolistic industries, 
but it remains a question whether the in- 
vestor is benefited more in the long run by 
highly fluctuating earnings or by stable, 
moderately progressing, earnings. 


Bo 


SPECIAL HE advance in the stocks 
STOCKS listed on the N. Y. Stock 

Exchange has obscured 
the far more pronounced advances which 
have been taking place in selected over-the- 
counter and Curb market issues. The public 
has yet to become familiar with issues of this 
type. It seems unnecessary to repeat that 
the N. Y. Stock Exchange does not possess a 
monopoly of the “good” stocks. Issues of 
equivalent or superior value can be found 
without much difficulty in either the Curb or 
over-the-counter market. Incidentally, many 
of these issues are of a type to appeal to the 
bona-fide investor, who desires to acquire his 
securities on an outright basis. In the over- 
the-counter market, particularly, securities 
change hands almost entirely on a basis of 
real value. Manipulation plays a part of 
only the most minute importance, in great 
contrast to many of the issues listed on the 
“big board.” Fortunately, an increasing 
public interest is being manifested in un- 
listed securities but as yet this development 
is in its infant stages. 


MARKET 
PROSPECT 


HE forward move- 
ment in stocks which 
started last October 
has entered a stage where public participa- 
tion is becoming more prominent. For the 
most part, interest is centered in the high- 
priced stocks but it is to be noticed that, en- 
couraged by the persistent strength in these 
issues, lower-priced stocks are commencing 
to move forward under the stimulus of pool 
manipulation. This is always symptomatic 
of public interest in the stock market. There 

are two principal factors in the current ad- 
vance: the first is abundance of speculative 
funds and the second, the usual accom- 
paniment of stock dividend and merger 
rumors, calculated to whet speculative ap- 
petites. The market is paying virtually lit- 
tle attention to the underlying economic 
factors such as the increasing strain on the 

credit situation, highly uncertain outlook for 
the automobile industry, spotted situation in 
retail buying, the weakened position of the 

South as a result of low cotton, and the fierce 
competition animating industry in general. 
Conditions of such major importance, of 
course, will sooner or later be reflected in 
the stock market. However, since the 
impetus is so strong in the direction of 
rising prices, it is to be doubted that it will 

be definitely arrested in the near future, 
though the recent pace of speculative ad- 
vances suggests that a reaction of some pro- 
portions may be imminent. The market is 
not so strikingly a group affair as has re- 
cently been the case, since the great majority 
of stocks are showing a disposition to move 
forward simultaneously. This makes the 
problem of discrimination more complex and 
is, in itself, one of the most potent of warn- 
ing signals, since the inexperienced investor 
is more apt to confuse the good with the bad 
issues, under such deceptive circumstances. 

For that reason, the investor should make 
doubly sure, by obtaining adequate counsel, 
that his purchases represent sound securi- 
ties. High-priced issues, despite their in- 
herent soundness, should now be avoided by 
the average investor since most of them 
have discounted the possibility for stock 
dividends and the like. The better oppor- 
tunities are available among the more 
medium-priced but secure issues represent- 
ing companies in a strong position. We have 
listed some of these in various places in this 
number. Generally speaking, those holding 
speculative securities should pursue a wary 
policy tending toward liquidity of volatile 
issues as the market continues forward. In 
other words, as the market advances he 
should become less rather than more enthu- 
siastic. Monday, December 27, 1926. 
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SOMETHING NEW IN A FINANCIAL BOOK. JUST OFF THE PRESS 


When to Sell 
To Assure Profits 


A new book; 160 pages, rich flexible cover lettered in gold: profusely illustrated with 
graphs and tables clearly explaining the way to make profits and—above ail—when to 
convert them into cash. The contents are new and fresh and have never before been 
published either in The Magazine of Wall Street or in any other publication. 





66 HEN to Sell to Assure Profits” presents new principles, as well as improvements old on 
based on the new market developments of the past several years. With the tremen increase in 
the number of listed and unlisted securities—with new industries contin springing up— 





the success of many of these dependent upon conditions in allied or supporting industries, 
for the investor to have tested principles that will enable him to profit under these new conditions. This 
book tells you in simple business English, how to select the most favorable industry t 

: : 


able investment in that industry. It also covers fully that most important principle neglected by investors 


(who too often are only good buyers) “When to Sell to Assure Profits.” 
The recent market movements of active securities are iS¢ d to illustrate the actual working yat of ft 


principles. “When to Sell to Assure Profits” is intensely interesting,—fundamentally sound—and easily under- 
stood. You will want to read it and re-read it many times. 
We have selected this volume for our Special Offer at this time because its timely, practical appeul and 
simple presentation make it a book that every businessman-investor and trader will : e and use, 

f THE M: OF WALL 





especially as it contains many of the principles upon which the experts of 
STREET base their judgment in the selection of securities for our readers. 


CONTENTS 


Vlii—New Industries and Promotions—How to 
Whether Sound Promotions Are Overpriced. 
Vill—Mechanical Market Aids- 








Preface— 
Ii—Requirements—Personal and Marketwise for Suc- 
cessful Investing and Trading. 
lI—Long and Short Perspectives—Law of Supply and 
Demand—Forerunners of Important Changes in 





tell Security Market Movement 


X—Uncovering Bonds That Offer Market Pr 





Trend. 
r in 5e 
111—Detecting Buying Points in Long Swings XI—What to. Choose and W nee tnt 
, : XI—What to Choose and What to Avoid in the 
I1V—Detecting Buying Points in Short Swings. listed Market. 
V—When to Sell to Assure Profits. Xli—Interest on Invested Capital—an Invisible Le: 


Profits. 


Vi—Choosing the Most Favorable Industry and its 
Xlli—Lessons of the 1926 Market 


Most Attractive Security. 


This Book Is Not for Sale. You can secure it only through our SPECIAL FREE OFFER 


These Books Will Help You 
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Start Him mignt for 1927 


OU are doubtless acquainted with one young man with the responsibility of investing his 
first $500 or $1,000 

You can make 1927 the turning point in his striving for Success—Happiness—Prosperity. Now 

is the critical time in his career. Mistakes in judgment, at this time, may mean the loss of all 

his savings and, what is worse, put him back several years in his business development 
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It is true that young men are not born with sound judgment and broad vision, but they can 
quire both by the study of sound principles of investment and by getting full and unbiased facts. 


For the Man With His First $500 


In each issue THE MAGAzINE OF WALL STREET conducts a spécial department for the young men and women who ar¢ 
rting out in the business world. This department, entitled “Building Your Future Income,” is really a home reading 
course on achievement. It gives the sound basic principles of investment and accumulation. It also covers financing 


and building a home, insurance and many other practical problems so necessary in reaching your goal 


For Your Friend---Valued Business Acquaintance 


THE MAGAZINE oF WALL STREET makes a gift that lasts forever. It 1s the key to success and happiness, and no other 
gift will compliment a man more than a year’s subscription to THe Macazine or Watt Street. It indicates to the 
recipient that you have faith in his “making the grade” and 26 times a year he is reminded of your thoughtfulness. 
He will read it with satisfaction;. at first because he knows you expect him to. He will continue reading it because 
he will speedily realize that he derives more practical benefit from its pages than from any reading he has done before. 


The Magazine of Wall Street Will Interest and Help 


The Business Man—because through reading Trade Tendencies, Money, Credit, and the Business Features, he will 
ave a broader point of view and will have his finger on the pulse of the nation’s business at all times 


The Investor—because it will guide him in his investments, show him how to select safe, profitable securities, how 
know the danger points and avoid losses 


Executives and Employees—because it shows them how to prepare a backlog of income-producing investments se ny 
business concerns and banks make it a yearly custom to present their principal employees with a yearly apes to 
THe MaGaztneE oF Watt Street, for they know the advantage of having an employee who is striving to protect i 


by proper investment of his savings. 
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Will Europe Blind Itself to Its 
Only Opportunity 


for Peace? 


An Exclusive Interview with 


Viscount Robert Cecil 








This vivid interview with 
one of the world’s great 
figures is of marked 


significance. Lord Robert 
Cecil here takes the oppor- 
tunity of addressing the 
American public, one of the 
very rare occasions in which 
he has done so through the 
medium of a particular pub- 
lication. Lord Cecil, of 
course, is not only one of 
the central figures in the 
League of Nations and a 
noted British statesman, but 
also the embodiment of the 


new peace spirit. 


for JANUARY 1, 1927 


Interviewed by Roy Hopkins 





ORD ROBERT CECIL received me in one of the great histori- 
cal reception rooms at the British Treasury in Whitehall. This 
room overlooks a constant stream of ever moving traffic wend- 
ing its way down Britain’s most historical artery. He showed 
me that unfailing and traditional courtesy which has built up 
» =<) for generations the power and prestige of the great house of 

Cecil of which he is one of its most distinguished members. Rarely 

does this imposing personage address himself to the public through 

any particular publication and I felt, therefore, even more keenly the 
responsibility of the mission on which I had been sent by THE MAGA- 

ZINE OF WALL STREET. 

I had been delegated by this publication to ask Lord Cecil what 
his views were on the outlook for world peace, a subject he is emi- 
nently qualified to discuss because, probably more than any other liv- 
ing man, he is identified with the present world peace movement. 


The Will to Peace 











“During recent years,” said Lord Robert, “I have found an in- 
sistent desire among responsible officials to settle international prob- 
lems by peaceful methods. This represents a very marked gain in 
atitude and ideals from the older conception of the mailed fist in 
diplomacy. But if peace, permanent peace, is to be arrived at, we 
shall first require the will to work for such a peace. 

“Tn the final analysis, the outlook for peace in Europe depends on 
the ordinary citizens of the nations of Europe. If they consciously 
and keenly desire peace, I believe that this desire in itself would be 
sufficient to prevent future wars. It is impossible, however, to view 
the prospect for peace in Europe, or elsewhere, without weighing the 
factor of nationalism. Though nationalism, in some of its aspects, 
has been responsible for past wars, I believe, nevertheless, that it is 
possible to train this spirit of nationalism in Europe so that it may 
reconcile itself with the spirit of international equity. 

“It is not difficult to become optimistic as to this point. At bot- 
tom, most human beings desire to do what is right and just. Very 
few men and women in any country would consciously desire to pro- 
mote a situation in which innocent victims of other countries would 
suffer. If these naturally benevolent tendencies which exist among 
the masses of all nations were organized and given full play there 
could be no reason, that I can conceive, why the development of the 
distinctive characteristics of nationality should be inimical to the 


growth of the peace spirit. 
Nationalism Not Always Harmful 


“Tt must be remembered that nationalism in and of itself is not 
harmful to the world. Undoubtedly, in its more beneficent aspects, 
nationalism has promoted what is great and enduring in art, litera- 
ture, and in the ordinary realms of commerce and finance, too. It 
may be true that in the past in times of unusual national excitement 
and stress, the spirit of nationalism has given support to the military- 
minded portions of communities in various states. There is good 
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reason to suppose, however, that with continuation 
of the now spreading forward-looking movement in 
Europe, nationalism will find other than military 
aspects in which to express itself. After all, 
nationalism expresses merely a corporate feeling 
of homogeneity and the spirit of emulation which is 
part of this corporate idea is one worthy of 
preservation. 

“Tt is true that in the past the subjects and citi- 
zens of nations have been driven to war, sometimes 
honestly and sometimes dishonestly by a few in- 
dividuals or by a minority in the interests of these 
individuals or minority. It is by no means impos- 
sible that such a lamentable event could occur 
today but I feel that it is doubtful it could occur as 
easily as in former days. The will to peace grows 
stronger in Europe and, for that matter, in other 
parts of the world and this in itself would make 
much more difficult the de- 
velopment of a new, belli- 
cose spirit between the 
nations. 

“IT can see no reason 
why such a harmonious 
atmosphere should not be 
possible in a nation where 
not only diplomats and 
statesmen have a voice in 
making war or peace but 
in which voters and citi- 
zens, soldiers and sailors 
as well have it in their 
hands to say whether 
there shall be peace or 
war, or at least, where all 
these elements will as a 
body sincerely _ desire 
peace. This will be pos- 
sible with a _ changing 
spirit in our hearts in 
favor of peace and keep- 
ing, at the same time, a 
fresh conception of na- 
tional ideals before us. 

“Yet much remains to 
be done before we can ar- 
rive at this happy state. 
One must remember that 
even today, it might be 
possible in Europe to have 
two leading nations, both 
desiring peace, yet drift- 
ing in opposite directions ending possibly in war. 
(Lord Cecil here seems to refer to the situation 
existing between France and Italy. It is perhaps 
not well known in this country that both nations 
are today nearer war than they have been for 
decades, that the frontiers between both countries 
are manned by considerable numbers of armed 
troops, and that a slowly spreading spirit of ani- 
mosity is commencing to animate the nationals of 
both countries. It is feared in the chancellories 
of Europe, that the bellicose spirit which is being 
aroused may yet flare up in an outburst that may 
bring about armed conflict between both nations. 
—kKEditor). 


More Reason for Peace 


“T repeat that this is a possible contingency 
which may exist for some years hence and should 
be carefully considered as a practical aspect of 
actual conditions. Yet, when one stops to consider 
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Viscount Robert Cecil 


the implications of a situation such as the one to 
which I am referring, it is all the more reason 
why it is highly imperative that common European 
agreement or international machinery be required 
to regulate armaments. You have asked my 
opinion as to whether standing European armies 
and navies make for peace. Permit me to answer 
by asking you a question in turn. What is the main 
cause of armaments in Europe today? There can 
be only one answer, namely Fear, and you cannot 
remove this by a stroke of the pen. Once you are 
able to lessen the fear of aggression, you will in 
the same proportion gradually lessen the need for 
armaments. But, to obtain this result, which we 
all desire, it is necessary that a start be made, how- 
ever small. 

“Perhaps, a bit of an example may help to make 
this clearer. In an ill-fitting chest of drawers, ’tis 
often difficult to close the 
long drawers. You have 
perhaps had this experi- 
ence. The drawers will 
stick, and push as hard as 
you may, they will not 
move. Now, I have 
noticed that this can be 
done gradually though 
laboriously by first mov- 
ing one end of the drawer 
and then the other. The 
movement naturally, as 
you will have observed, is 
quite difficult at first but 
gradually becomes easier 
until at last you are able 
to close the drawer 
quickly. 

“This is the problem, in 
effect, in regard to having 
a common agreement 
amongst the various Euro- 
pean nations to restrict 
their armaments. It is 
first necessary in this case 
to get a start and then 
later the movement will 
develop almost of its own 
accord. In the ultimate 
stage, there can be no 
reason I can conceive why 
a European peace cannot 
be made permanent. 

“There are many sections of new machinery 
necessary for bringing before Europe a new con- 
ception of national and international life. Power 
to help is in the hands of those, from whom aid is 
not usually looked for in this connection. Yet this 
source might easily become the most potent of all. 
I refer to the school authorities of the various na- 
tions. If the subject of international peace were 
taught in all the schools as part of the curriculum 
throughout Europe, it would result in instilling 
the minds of the young, at their most plastic age, 
the real meaning of the virtues of peace and thus 
produce generations who would come to look upon 
war as acrime. The trouble with our school his- 
tories is that they glorify the military phases of 
our nationalistic sentiment. But a recently pub- 
lished history of England by the modern writer 
Trevalyan indicates clearly that history can be 
taught in the schools without dwelling unduly upon 
the glories of war. 

“The trend of modern history in recent years has 
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been along this plan. The essential history of 
nations can no longer be regarded entirely as a 
story of its wars and military heroes. It is well, 
however, to preserve a correct sense of balance in 
this matter of altering the nature of school text 
books on history and the movement therefore 
should be gradual. We may reasonably hope at a 
future time to see the subject of war treated in 
sehool curriculum as part merely of the facts of 
history and not as the main object for which na- 
tions exist, as seems to be inferred today from an 
examination of most books on the subject. 


Customs Barriers a Factor 


“The customs barriers in Europe are always 
possible sources of international trouble but it 
does not necessarily follow that if all these customs 
barriers were removed enduring peace would 
result. It is true, however, that abolition of 
these sources of conflict would not in itself pro- 
duce a permanent peace but would be of dis- 
tinct advantage as a factor tending to promote 
such a condition. Neverthe- 
less, it would not be a distant 
step from abolition of customs 


a very considerable reduction in armaments. 


A Problem Which Must Be Solved 


“This question is insistent and of vital im- 
portance. Fortunately, some countries are be- 
ginning to realize the immensity of the burdens 
they have assumed and they are realizing this 
from sheer force of economic pressure. This eco- 
nomic pressure to which I have referred will help 
to hurry the date of European agreement on arma- 
ments. Other nations, not under economic pres- 
sure, will help to support the peace movement 
from possibly idealistic motives. And it is in this 
direction that America can exercise its potent 
influence toward making a lasting European peace 
not merely a dream but an accomplished fact. (On 
this page will be found some illuminating statistics 
on European armaments. How crushing this bur- 
den is in an economic way may be appreciated from 
the comparisons with such a country as the United 
States, which can well afford an armament 
heavily i in excess of the present but which has defi- 
nitely set its feet in the path 
of peace, giving its population 
an opportunity to work to save 





barriers to that ideal European | 
state for which so many — 
thoughtful people are now 
striving today. A United 
States of Europe is not an idle 
dream or phantasy of a 
dreamer but an ultimate de- 
velopment within the scope of 
actual realization. 

“One thing should stand out 
very clearly in the message I 
am now sending to the Ameri- 
can nation. The urgent, burn- 
ing question of this difficult 
age so far as Europe is con- 
cerned is the absolute need for 
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for themselves and their fam- 
ilies and not placing a crush- 
ing burden of taxes on them, 
as with certain nations which 
seem more bent on maintain- 
ing large military establish- 
ments than putting their finan- 
cial houses in order. It is not 
insignificant that Germany, 
which now spends compara- 
tively little for armament, 
thanks to the Versailles Treaty 
is prosperous, a situation re- 
flected in the improving mar- 
ket for its securities, govern- 
ment and corporate.—EDITOR. 
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Solving the Crucial Investment 


Problem of To-day 


How to Secure the Maximum Return on One’s Securities Limiting 
the Risk in the Event of a Reaction in Business and Securities 


By E. D. KING 








to seek a higher re- 








F one were to take 
a poll of a thousand 
representative in- 
vestors—or a million 
—and ask on what 
they need counsel es- 
pecially these days, 
the answer would be 
almost unanimous: 
Tell us how to adjust 
our holdings or invest 
our new funds so that 
we can be sure of a 
fair return even if 
business and_securi- 
ties should slump in 
the next year or so. 
This question, of v. 
course, could be asked 
at any time but pos- 
sesses peculiar valid- 
ity now owing to the 
rather widespread 
feeling that the out- 
look for business is 
not quite as good as 
during the past few 
years and that secu- 
rity of income and 
principal is more im- 
portant at this time 
than profit. ; 
We are reprinting 
herewith a letter from 
a naval officer who 
voices almost ideally 
the problem before in- 
vestors today. In ef- 
fect, this individual 
desires to know how 
to secure a better re- 
turn than seems to 
him available at this 
time in bonds and 
preferred stocks, at 
the same time not un- 
dertaking an unusual 
risk. We propose, in 
this article, to answer 
the questions raised 
both in general and 
specific terms. Before 
the reader examines 
the further contents of this article, he 
should familiarize himself with the re- 
printed letter (see next page). 


Amount of 
Shares 


Amount of 








How to Go About It 


In the first place, it is not true as 
suggested by the author of the letter 
that opportunities for an adequate re- 
turn do not exist among well-secured 
bonds and preferred stocks. In some 
unaccountable way, the impression 
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Name 
U. 8. Rubber 106 
Amer. Sugar 1 
United Drug Ist 
Int’l Paper 7 960 
Kansas City South 650 
St. Louis So. West 770 
Stand. Gas & Elec 5 560 
West, Penn Elec 


Tres Name 


Can Be Secured Today 


Showing How a Diversified Investment Would Work Out 
on Basis of Present Conditions in Security Markets 


Annual 
Income 


Anaconda 7s 

Chic. & E. Ill. 5s 
Bklyn-Manh. 6s 

Schuleo 6's 

Int’l Paper 6s 

8. Rubber 6%s (’36).. 


1,010 


$7,830 


Preferred Stocks 


Cost 
$1,060 
,080 
580 


Annual 
Income 


Price 


1,010 
$6,670 


Common Stocks 


Annual 
Cost 


$430 


Union Pacific 

Southern Pacific 

Hudson & Manhattan.... 2% 
Pennsylvania R. R 

Montana Power 


$450 Avg. 5.8% 
*Not including extras, 


Grand Total of Investment 
Grand Total of Income ; 
Average Yield on Total Investment................. 6.2% 


seems to have gained headway among 
the public that bonds and preferred 
stocks yield a return at present prices 
which does not make them suitable to 
the needs of the average investor. One 
would expect, if this situation were so, 
that well-secured bonds and preferred 
stocks cannot now be obtained to yield 
a return of more than 5%. Since, 
obviously, a return so low would not 
be of much service to the average in- 
vestor who by circumstance is compelled 


$450 Avg. 6.7% 


Annual 
Income 


$22,130 


turn, it follows that 
impression that 


How a Yield of Over 6% with Reasonable Safety wd a onbeas 


stocks yield unattrac- 
tive returns precludes 
them from his consid- 
eration. This is un- 
fortunate because not 
fully appreciating the 
situation existing in 
these classes of secu- 
rities, he loses a 
really splendid op- 
portunity for secur- 
ing a high return 
without unduly risk- 
ing his principal. 

Of course, it is no 
longer possible to ob- 
tain gilt-edge secu- 
rities that yield 6% 
or more. High-grade 
issues return no more 
than 4% to 5% or so 
among bonds’ and 
from 5 to about 54% 
on preferred stocks. 
But if one ignores 
this relatively limited 
group and scrutinizes 
the fairly large num- 
ber of sound bonds 
and preferred stocks 
which yield 6% and 
up, he will at once be- 
come aware of the 
fact that he has open 
to him a logical field 
for investment. Hence, 
the man or woman 
now contemplating a 
revision of _ their 
security holdings in 
order to obtain great- 
er safety than he or 
she may have at 
present and yet se- 
cure a better than 
average. return on 
their investment, may 
well examine the pos- 
sibilities in a com- 
paratively large number of bonds and 
preferred stocks. 

We herewith submit a list of 24 
securities, equally divided between 
bonds, preferred stocks and common 
stocks, all of which are recommended 
as conforming to the desired combina- 
tion of comparative security of interest 
and principal. Leaving alone for the 
time being the discussion of the com- 
mon stocks, it will be seen that the 
bonds and preferred stocks listed offer, 
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Yield 
4.7*% 
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1,380 
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on average, a desirable yield. They 
have been carefully selected as being 
sound issues with little risk that now 
ean be seen of omitting interest or 
dividend payments in the next few 
years. For the investor willing to 
waive the question of price apprecia- 
tien and who is more intent on preserv- 
ing his capital at the same time de- 
riving an adequate income, these se- 
curities seem to fill the requirements. 
They are separately discussed later. 
Incidentally, it may be remarked that 
the investor should diversify his pur- 
chases among many if not all of the 
securities listed herewith, in that man- 
ner practically guaranteeing the safety 
of his principal so far as can be seen 
in advance. 


What About Common Stocks? 


It will be noted from the accom- 
panying letter that the writer now 
secures 7% income from his holdings 
but that these, apparently, are con- 
fined to common stocks. However, he 
feels that though the stocks he pos- 
sesses are really substantial issues, 
they are not safe enough and he there- 
fore desires information as “to how to 
so change my holdings as to secure— 
in bad times—some return or a fair 
return from them, such as bonds would 
not yield.” In other words, he is will- 
ing to make some sacrifice in income 
in order to buttress his financial -posi- 
tion in the event of 
general stress. 

He feels that bonds 
or preferred stocks 
will not do since, as 
he claims, they do not 
yield enough. But we 
have shown above and 
in the table that 6% 
ean be secured from 
sound bonds and pre- 
ferred stocks, issues 
that will hold up well 
in any conceivable 
period which is ahead 
for American busi- 
ness in the next few 
years. Therefore, he 
should find this list 
suitable if he is will- 
ing to sacrifice the ex- 
tra per cent income. 

The dilemma, there- 
fore, that the writer 
of the letter has sug- 
gested, in fact does 
not exist, and we are 
taking pains at this 
time to reassure our 
readers that they need 
not fear any marked 
shrinkage in the in- 
come from their se- 
curities should busi- 
ness turn for the 
worse, if they are pre- 
pared to invest part 
of their capital in 
such bonds and pre- 
ferred stocks as we 
have recom m ended 
here; and this list, it 
should be noted, by no 
means exhausts the 
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Sir: 


readers as to just what securities to acquire to conserve one's 


Northern, Northern Pacific and American Steel Foundries 


in a like dilemma. 


possibilities in this direction. Our 
Bond Buyers’ Guide and Preferred 
Stock Guide and many special articles 
that we publish on these types of is- 
sues in every number of THE MaGa- 
ZINE OF WALL STREET, guarantees the 
reader that he will always have avail- 
able to him information on which to 
base suitable security selections. 

Nor does the investor have to con- 


‘ fine himself to bonds and preferred 


stocks in order to protect himself 
against a possible decline in general 
business conditions though these is- 
sues have special features which 
recommend themselves for this pur- 
pose. Among common stocks, too, of 
a certain type will be found a consid- 
erable number whose dividends are as 
secure as can ever be desired for any 
“business man’s” commitment. We 
have given a list of eight of these in 
the table. It will be noted that except 
for American Banknote common, there 
are no industrial stocks. The reason 
is that in the event of a considerable 
falling off in general business condi- 
tions, industrial company earnings 
would be principally affected, whereas 
those of the more powerfully situated 
railroads and public utilities would 
not suffer proportionately, or at least 
to the extent to jeopardize existing 
dividend payments. 

It is true that the list given here- 
with does not possess particularly 
great possibilities in regard to price 


Is this your Investment Problem? 








3ditor, The Magazine of Wall Street, 


In your October 9th number you ask for suggestions fran your subscribers. May 


I make this one? That you write an article or several articles counselling your 


periods ofreaction and business depression which cane every once in @ while, not an 
artiole in general terms, but ono specifically emmerating the stocks thet are likely 
to continue dividends, even though reduced, through such periods, end giving the reason 
for your ‘faith, historical and otherwise. 
The obvious answer, I suppose, would be buy good bonds, but that would mean a 
lesser inoome; or preferred stooks, but such stooke now yield no greater income than 
bonds. Theré must be many of your readers who are in the same position as 1 am, have 
saved $10,000 to $30,000 and need a greater income than bonds would yield, end at the 
same time desire some better security than carmon stocks would give, but are willing 
to take a “business man's risk". 
Personally, I have felt thet I could not afford to buy bonds. | I have substituted 


preferred stocks, and such common stocks as Americen Tel. & Tel., Kennecott, Great 


and have never bought a atook that cid not when bought, pay dividends, My holdings 

pay me, on average, 7%. But 1 feel thet I am not safe and that 1 need advice - which 
I oan trust as I do yours - as to how to so change my holdings as to sécure - in bad 
<imes - some return, or a fair return fran them, such as bonds would not yield. Not 


general but specific advice. And, doubtless, there are many of your readers who ere 


With all wishes for your continued success, I am, 


Very truly yours, 


E.B.R--Rear-Admifal ,U.S.N. 


income during the 


I hold no speculative stocks 


appreciation, but this should not be an 
important consideration to that type 
of investor who is mainly intent on 
preserving his capital. On the other 
hand, if possibilities for price increases 
are relatively slight in the list given, 
by the same token, possibilities for a 
material decline are not especially 
great. This would be a real advan- 
tage to that type of investor not in a 
position to risk a marked shrinkage in 
the aggregate value of his investments. 


A Yield of Over 6% 


Our table shows that it is possible 
to invest a sum of about $22,000 to- 
day so as to secure an income of 
$1,380 per annum, or a yield of 6.2%. 
This is no mean achievement in these 
days of high prices and low yields in 
securities. In order to impart the 
maximum diversification, the invest- 
ment has been made in three groups— 
bonds, preferred stocks and common 
stocks—in almost equal amounts for 
each group. To further dilute the 
possibility of market shrinkage, each 
group has been extended to include 
eight separate issues, so that the re- 
mote possibility of a material loss in 
a single issue could not have a pro- 
nounced effect on the aggregate value 
of the investment. There are twenty- 
four separate units, eight bonds, eight 
preferreds and eight common stocks. 

Among the bonds will be found three 
convertible issues, 
chosen not only for 
the relatively high but 
reasonably secure in- 
come, but also in or- 
der to take advantage 
of any possibility for 
price appreciation 
without encountering 
excessive risk. Sev- 
eral of the preferred 
stocks also have possi- 
bilities for price ap- 
preciation and also 
some of the common 
stock issues. It must 
be repeated, however, 
that none of these 
twenty-four securities 
have been chosen pri- 
marily for profit mak- 
ing purposes, but the 
additional possibilities 
in this respect makes 
the list all the more 
interesting. 

While the list has 
been constructed for a 
man with about 
$20,000 to invest, it is 
not necessary to have 
this sum. If the avail- 
able amount is $10,000 
the investor may se- 
lect half the securities 
in each group, or if 
the available amount 
is in a different pro- 
portion, he may make 
his selections on this 
basis. He _ should, 
however, be careful to 
diversify his holdings 
throughout the three 
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groups of bonds, preferred stocks and 
common. stocks and not concentrate on 
a single group. 

If the investor has no new funds 
available, but is already holding securi- 
ties in which he has not sufficient confi- 
dence from the viewpoint of the safety 
of income and principal, he might use 
the list given herewith for switching 
purposes, trying, however, so far as 
possible to retain its essential feature 
of diversification. 


BONDS 
Anaconda Copper Mining Co. Conv. De- 
benture 7s, Feb. 1, 1938—Price, 107; Yield, 
6.5%.—Direct obligation of company, 
but no mortgage; preceded by $16,933,- 
000 prior obligation maturing Jan. 1, 
1929, and $104,731,000 maturing Feb. 
1, 1953. Comparatively short maturity 
of debentures favorable feature. De- 
bentures authorized and outstanding 
$50,000,000. Redeemable at 110%. Pres- 
ent market valuation of equity junior 
to debentures, represented by capital 
stock, $147,000,000. Average annual 
earnings in three years ended Dec. 31, 
1925, applicable to debenture interest 
over 4 times requirements; in 1925 
year over 6 times. Convertible to Feb. 
1, 1933, into capital stock; first $10,- 
000,000 at $53 per share, second $10 
million at $56, third at $50, fourth at 
$62,and last $10 million at $65 per share. 








Chi. Eastern Illinois Railway Genl. Mtge. 
5s May 1, 1951—Price, 81; Yield, 6.2%.— 





This article, of course, is written 
specially for the investor who desires 
in the next year or two to invest his 
funds for as high a return as possible 
without speculating. We do not in any 
way, however, desire to infer that op- 
portunities for profit do not exist. 
There is no reason to believe that sub- 
stantial common stocks will not con- 
tinue to advance this year. It is up to 
the individual investor, however, to de- 





stock of various wholly owned Ameri- 
can subsidiaries. Further secured 
by direct lien on substantially en- 
tire capital stock of Canadian Inter- 
national Paper Co., Ltd. Additional 
bonds may be issued: (1) for refund- 
ing, (2) acquiring senior bonds, or, 
(3) for 75% of cost of property ac- 
quired, provided, average consolidated 
earnings for 36 consecutive months 
within 49 months preceding new financ- 
ing equal twice interest charges on all 
bonds outstanding, including senior 
bonds. On August 31, 1926, book value of 
net assets applicable to refunding mort- 
gage 6s nearly 6 times total bonds out- 
standing. Average annual earnings in 
three-year period to Dec. 31, 1925, 3% 
times refunding mortgage bond inter- 
est; 3.6 times in 1925 year. Substan- 
tial improvement in 1926 to date. Sink- 
ing fund sufficient to retire all bonds at 
maturity. Issue redeemable at 105%. 


Loew’s Incorporated S. F. Debenture 6s, 





A closed mortgage outstanding in the 
amount of $34,573,836. Lien on all 
property of company now owned or 
hereafter acquired, subject to $2,969,- 
000 underlying liens; and $8,852,700 
prior lien mortgage bonds (of the latter 
$5,262,500 deposited as collateral for 
$4,210,000 U. S. Govt. loans, and 
$3,590,200 in company’s treasury). 
Company operates nearly 1,000 miles of 
road southward from Chicago, afford- 
ing a valuable entrance into the latter 
city. Merger possibilities. Annual 
cumulative sinking fund of $177,500 
out of net earnings purchases, or calls 
bonds by lot, at not over par. Soft 
coal principal item of tonnage of com- 
pany, and union character. of mines 
served have presented a bar to favor- 
able earning power. Recent reversal 
of conditions, however, favorable to 
future operations. 


International Paper Co. Ref. 
Mtge. 6s, Series 

“A,” due March 1, 

1955 — Price, 100; 

Yield, 6%.— Open 

mortgage out- 

standing in the 

amount. of $22,- 

847,000. Secured 

by a mortgage, 

subject to $18,- 

140,000 1st 

(closed) refund- 

ing mortgage bonds, on all plants 
and real estate, and all capital 
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April 1, 1941—Price, 101; Yield, 5.9%.— 
No mortgage, but direct obligation of 
company, and senior capital issue. 
$15,000,000 debentures authorized; 
$14,500,000 outstanding; $500,000 re- 
tired by sinking fund. Based on pres- 
ent prices of capital stock, market val- 
uation of equity junior to bonds close 
to $60,000,000. Without the benefit of 
funds derived from bonds, average an- 
nual earnings since incorporation 
through 1925 show interest require- 
ments earned about 3.6 times; and 
slightly over 7 times in year ended 
August 31, 1926. Sinking fund retires 
maximum of $500,000 bonds at not over 
101% by purchase, or call by lot; pro- 
vision for increase to annual maximum 
of $1,000,000, based on dividends paid 
on stock. Interesting speculative fea- 
ture through detachable warrants en- 
titling purchase of stock, on basis of 5 





termine whether he should invest at 
this time for income or profit. For 
those interested mainly in income this 
article should prove useful. For those 
interested, in addition to income, in 
profit opportunities we recommend ex- 
amination of our article on page 416, 
“The Market Leaders for 1927.” 
Herewith, we present the essential 
facts about each of the twenty-four se- 


’ curities listed: 


shares for each $1,000 bonds, at $55, 
any time before April 2, 1931. 


Dodge Bros., Inc. S. F. Debenture 6s, May 
1, 1940—Price, 96; Yield, 6.3%.—Senior 
obligation of third largest automotive 
manufacturer in the world, subject to 
comparatively small amount of 5% 
notes, maturing serially to May 1, 1929. 
$75,000,000 debentures authorized; 
$58,929,000 outstanding; balance re- 
tired by sinking fund or converted into 
class “A” shares. Upon completion of 
1926 operations indicated ‘sound net as- 
sets equal to about $1,900 for each 
$1,000 bond. Earnings in 8 months to 
Dec. 31, 1925, initial period of operations 
of present company; about 6 times in- 
terest; and 6% times in first 9 months 
of 1926. Sinking fund of $1,000,000 
annually purchases bonds at not over 
par, if obtainable. Bonds convertible 
into class “A” shares; next conversion 
price $50 per share, eliminating fea- 
ture as present consideration. No heavy 
burden imposed on company in provid- 
ing for fixed charges by substantial 
margin, and in conserving assets. 








Schulco Co., Inc. Guaranteed 612% Mtge. 





Bonds, July 1, 1946—Price, 99; Yield, 
6.5% .—Secured by mortgage on 13 par- 
cels of improved real estate in New 
York City subject: (1) to leases and, 
(2) to first mortgages limited to 
$3,500,000. Mortgaged property re- 
cently appraised at $7,000,000. Bonds 
also secured by pledge of leases of prop- 
erties to Schulte Retail Stores Corp. 
Unconditionally guaranteed as to prin- 
cipal, interest and sinking fund by 
Schulte Retail Stores Corp., by endorse- 
ment. Callable to July 1, 1931, at 
103%, and decreasing prices thereafter. 
Annual sinking fund of $273,000, less 
current interest charges on bonds, pur- 

chases or calls bonds at not 

exceeding prevailing redemp- 

T~\ tion price. 





U. S. Rubber Co. 
64%2% Gold Notes, 
due March 1, 1936 
—Price, 101; Yield, 
64%—Part of 
serial issue of 
notes outstanding 
in amount of 
$28,000,000, ma- 
turing $2,000,000 
March 1st annually to 1940. Pre- 
(Please turn to page 436) 
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Millions of investors own Liberty bonds, prices on 


which have risen considerably in the past few years. 


They want to know whether they should now sell these 


securities or continue to hold. 


This article gives in a comprehensive way the answer 


to the inevitable question: 


What is the “Scarcity” Value of — 
Liberty Bonds? 


By THEODORE M. KNAPPEN 


With an Exclusive Statement by Under-Secretary of the Treasury 


aA NION” bonds issued by the 

United States Government at 

the beginning of the Civil War 
bore interest at 6%. When they ma- 
tured in 1881 the owners of two-thirds 
of them were very happy to have the 
privilege of exchanging them for bonds 
of a new issue, payable at the pleasure 
of the Government and bearing interest 
at 84%%. 

U. S. Thirty-Year Consols were 
floated in 1900 at 2%—and a small 
premium at that. 

Liberty bonds with interest at 44% 
were issued during the war with Ger- 
many in 1917-18. Sold at par, what 
will they be worth twenty and forty 
years after? Already the Government 
is refunding its war obligations at 
3%%. When will the Government’s 
money rental drop to 3%? What will 
be the effect of cheaper money on the 
outstanding Liberties of long life? 

The answer depends in large meas- 
ure upon national policy with respect to 
the rate of debt retirement. A prompt 
debtor is honored and his obligations 
are in demand. A Govern-  InBiLLIONS 
ment that hastens to dis- OF COLLARS 
charge its obligations is 
likely to be rewarded with 
low interest charges and 
premium prices. 

The historic policy of our 
Government is to pay off the 
national debt—unlike that 
of such Governments as 
those of France and Eng- 
land, which is to maintain 
a perpetual debt. Within 
fifteen years after the war 
of 1812 the lusty young 
Republic did not owe a cent. 
Twenty years after the be- 
ginning of the Civil War it 
had paid off the whole debt 
again, as far as fixed-term 
bonds would permit, and Z 
had to wait ten years be- 
fore it could compel bond- 
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holders to take their money. After 
1891 it had to adopt a policy of staying 
in debt in order to provide bonds for 
national bank currency. But that was 
only a mere trifle of a billion dollars 
or so of bonds. 

After the World War the debt was 
$25,000,000,000; it is down now to 
about $19,000,000,000. When will it 
be wiped out? In 1920 Congress set 
up a sinking fund that, with collection 
of the debts due from the Allies, was 
calculated to make the Nation debt- 
free by 1944. This program has been 
modified by the refunding of the Allies’ 
debts over 62-year periods. On the 
other hand, the debt is being liquidated 
from other sources than the annual 
sinking fund appropriations—appropri- 
ations that are as binding on national 
honor as the bonds they are to redeem. 
These other sources are the general 
fund and the annual treasury sur- 
pluses; the latter, by direction of Con- 
gress, being automatically .ap- 
plied to debt retirement. The 
general fund has been reduced to 

$200,000,000 and will not be 
further drawn on. But now 
the Allies are be- 
ginning to make 
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substantial annual payments. The gen- 
eral fund and the annual surpluses of 
receipts over expenditures contributed 
$3,000,000,000 of the $7,000,000,000 
paid off in seven years. 

It is not likely that Congress will 
permit such huge surpluses in the 
future or, if they occur, w:il not per- 
mit their application to the debt in 
such large measure as in the past seven 
years. It is the policy of the present 
administration of the treasury, how- 
ever, to figure on an annual surplus 
available for debt reduction of about 
$100,000,000. Assuming that that 
policy will continue, surpluses, foreign 
debt installments and the sinking fund 
will provide for $12,000,000,000 of the 
debt by 1944, leaving only $7,000,000,- 
000—all of which is payable or callable 
in the following twelve years. By 1956, 
then, all governmental indebtedness, as 
it stands today, can and probably will 
be retired. It is useless to speculate 
on the possibility that some- 
thing may happen to load 
the nation with new obliga- 
tions, or that a future ad- 
ministration may seek to 
prolong the war debt’s dura- 
tion by long-time refunding 
and refusal of surpluses for 
debt retirement. ’ 

Roughly, the present debt 
structure stands as follows: 


Liberty bonds 
Treasury bonds 

1930 Consols 
Floating debt 
Panama and _ misc. 


Savings certificates. . 


In addition, although 
they do not constitute a net 
addition to the public debt, 
the adjusted service (sol- 
diers’ insurance bonus) 
certificates must be taken 
into consideration in con- 
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Liberties Will Be Reduced from 19 to 7 Billions by 1944 
A Forecast by Garrard B. Winston, Under-Secretary of the U. S. Treasury 


ae present floating debt of about $1,750,000,000 requires 
no reduction. Thus the Treasury has no major oper- 
atien before it in 1927, as short-time obligations falling due 
in that year will simply represent renewal of a floating 
debt whose existence is necessary to carry on tax collec- 
tions without disturbing business. That is to say, it is 
convenient to have maturing obligations whose periodical 
redemption will offset the otherwise disturbing influence 
of immense sums of money moving from the commercial 
banks into the Treasury. One transaction washes the other. 
The Third Liberty Loan, non-callable, which falls due 
Sept. 15, 1928 presents something of a problem. It was 
difficult to anticipate it because of its fixed maturity date. 
However, by purchases from the sinking fund, out of sur- 
pluses, and by exchanges for long-time bonds we hope to 
have the outstanding amount down to $2,000,000,000, instead 
of the original amount of $4,175,000,000 by the date of 
maturity. To meet even $2,000,000,000 on a single due date 


is however, a major operation. However, we have kept free 
from maturities the five years succeeding that date, should 
they be needed, and barring disastrous financial conditions 
the Treasury should be able to deal with the problem 
without embarrassment. It should be a short-time refunding 
operation and will involve no new money. 


The remaining Liberties have convenient call and maturity 
dates and the Treasury will be able to deal with them 
advantageously, according to conditions. If interest rates 
are lower the Treasury can call at par and refund, in addi- 
tion to application of sinking fund and surpluses to recall, 
maturity and purchase. I think, however, that we should 
be able to retire all but seven of the nineteen billions 
of the debt by 1944. After that date the bonus obligation 
of $3,100,000,000 $2,300,000,000 of Treasury bonds and 
possibly the $1,400,000,000 of First Liberty 314s, will require 
refunding. 
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sidering future financing. Aside from 
the insurance policies that mature 
by death from year to year, it 
is calculated that there will be due on 
them in 1944 about $3,100,000,000. 
Congress annually _ appropriates 
amounts of money which should ac- 
cumulate to that amount, at 4%. These 
funds are invested in the Treasury’s 
own obligations—adjusted service cer- 
tificates. It will be necessary to fund 
these certificates in 1944 to procure the 
cash that will have to be paid out on 
the bonus policies. 

As Treasury bonds represent refund- 
ing of short time war debt they may 
be considered as identical with Liber- 
ties for purposes of this discussion. So, 
we may say, the total supply of 
funded war securities is $16,- 


creased by refunding any of 
the present floating debt, as ‘ 
the manipulation of the Govern- 
ment’s huge periodical collec- 
tions necessitates its continual | 
renewal. Six years ago the sup- 

ply was upwards of $21,000,- 
000,000. 

In consequence of this reduc- 
tion Liberties are beginning to 
have a scarcity value which 
makes for lower rates on such 
refunding operations as may be 
necessary. Whereas Liberty 
bonds bore as much as 44% 
interest, Liberty notes 434, and 
the first issue of Treasury 
bonds (in 1922) 4%4 $500,000,- 
000 of the last were floated last 
March at 3%. This scarcity 
value is bound to increase, bar- 
ring catastrophes that would 
shake the whole financial struc- 
ture of the nation. Even one- 
year certificates of indebtedness 
find a ready market at 3%%. 

A feature of the Liberties, ex- 
cept the Third,.is that they are 
callable, according to the par- 
ticular issue, from five to fifteen 
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years before maturity, and the Treas- 
ury policy is to anticipate maturity as 
much as possible. Nobody can tell just 
how fast a callable issue may be liqui- 
dated. ; 

Further uncertainty as to the 
future supply is contributed to by the 
fact that the Allies’ funded debts may 
be discharged by turning in Liberties 
of any issue—already $500,000,000 have 
been canceled in this way. Moreover, 
the Treasury may and does steadily 
use the surplus and the sinking fund 
to purchase uncallable bonds in the 
open market and retire them. 


The Third Liberty 
Loan 


The Third Liberty Loan falls due 
September 15, 1928, and the 
bonds are not callable before 
that date, but its outstand- 
ing amount al- 
ready has been 
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reduced to $2,300,000,000 from the origi- 
nal $4,175,000,000. The balance will 
undoubtedly be handled without a long- 
term bond issue, as the Treasury is free 
of maturities for the five following 
years. “With the Third Liberties out 
of the way,” says Garrard B. Winston, 
under-Secretary of the Treasury, “the 
other Liberties can be handled to ad- 
vantage under almost any conditions 
which may arise.” 

Aside from their peculiar scarcity 
value, Liberties will, of course, share 
in the general tendency toward lower 
money rates. The cheaper money be- 
comes with respect to interest the 
higher will be the market value of se- 
curities carrying more than usual rates 
of interest for their class. Dur- 
ing the war when the  purchas- 
ing value of a dollar fell to 54 
cents—as compared with pre- 
war—Liberties were sold at par. 
The dollar is now worth 66 cents 
—and going up. Liberties are 
the equivalent of dollars, and as 
the dollar appreciates their value 
increases. 

A Liberty bond has about 
20% more purchasing power 
now than when it was issued. 
Some of this 20% is bound to be 
reflected in market valuations. 
Another way of stating the situ- 
ation is that commodity prices 
are steadily declining whilst 
national income increases. The 
margin of net income constantly 
widens. Capital is accumulat- 
ing in the long run even faster 
than it is demanded. If 6% 
interest on a 51-cent Civil War 
dollar bond became 2% on a 
hundred-cent dollar bond in 
1900, what may we expect 44% % 
Liberties to be worth in interest 
in the not distant future? 

All bonds are coming into 
their own as the use of money 
becomes cheaper. The Second 

(Please turn to page 490) 
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A Forty-Million Dollar “Pool” 


The Rubber Industry's Step Toward Stabilization 


LONG with such 
A popular theories as 
~~~ that income taxes are 
paid by men with large 
incomes, there is a wide- 
spread notion that the 
speculator causes high 
prices. Originally ad- 
vanced by the soap-box 
orator, this belief has sub- 
sequently become deeply 
rooted in the public mind. 
The familiar picture of a 
corpulent, silk-hatted gen- 
ileman bidding up prices 
while the poor starve, de- 
thing the conception of 

the masses of the people concerning the 
functions of the speculator. 

When rubber prices jumped from 
below forty cents a pound to over $1.20 
a pound in 1925, the American people 
were confronted by the unpleasant 
prospect of paying some 600 million 
dollars “through the nose” in excess of 
a “fair price” previously set by the 
British Government. And it was large- 
ly through this development that the 
American people became familiar in a 
small way with some of the oddities 
of this important commodity market— 
a market which, until a few months 
ago, has been an unfamiliar haunt for 
the speculator. 

Now a potent speculator has entered 
the market in the form of a forty-mil- 
lion dollar “rubber pool” backed by the 
large tire and automobile companies, 
not to boost the price but to prevent 
a runaway market such as occurred in 
1925 because there was _ insufficient 
speculative interest in the market to 
offset the lack of balance between buy- 
ers’ needs and sellers’ offerings. 

Partisans on both sides of the fence 
have so clouded the much-discussed 
Stevenson Plan with sentiments of pa- 
triotie origin that the economics of 
rubber trading have been largely over- 
looked. A few words of explanation are 
pertinent. About 70% of the rubber 
production of the world is obtained 
from British plantations on British 
territory. The United States is the 
largest rubber consumer, taking a little 
less than three-quarters of the world’s 
production. 

The Stevenson Plan became opera- 
tive late in 1922, when the British Gov- 
ernment arbitrarily set a value of be- 
tween 30 and 36 cents a pound as a 
“fair price’ for rubber, and declared 
that exports would be restricted at any 
time the average market price was 
under this value. This measure was 
enforced by the simple expedient of 
taxing exports in excess of the re- 
stricted amount. Because of the re- 
duced. supply, American buyers placed 
orders cautiously and reduced their re- 
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quirements to a minimum, and while 
visible supplies of the raw material 
shrank during the next two years, lit- 
tle protest was raised in this country. 

Then came the shock in 1925, when 
rubber prices rose over seventy cents 
a pound higher than the British Gov- 
ernment “fair price.” The American 
consumer was faced with a veritable 
rubber famine. A nation-wide educa- 
tional campaign for conservation in the 
use of rubber products sponsored by 
the Department of Commerce, together 
with new interest in rubber reclama- 
tion was Uncle Sam’s only defense 
weapon which, wielded dexterously, 
finally broke the back of the high rub- 
ber market. 

Down came prices, until the summer 
of 1926 saw an average price of around 
21 pence in London, the price under 
which restriction of 20% would again 
be enforced under the Stevenson Plan. 
The day of July 31 was one of the most 
notable in the history of rubber trad- 
ing, for on this day the American buy- 
ers became bulls on the market in or- 
der to sustain an average for the 
previous three months that would tem- 
porarily avoid restrictions while the 
dyed-in-the-wool bulls played the part 
of bears—with the American buyers 
winning by a fraction of a point. 
Prices continued to drift lower, how- 
ever, during the next three months, and 
on November 1, British rubber exports 
were restricted to 80% of normal pro- 
duction. At the present price level it 
is a foregone conclusion that output 
will be further restricted to 70% at the 
end of this quarter. 

Will the new restrictions bring 
about another boom, with $1.00 rub- 
ber and the accompanying inroads on 
tire manufacturers profits? This ques- 
tion would have been hard to answer 
several months ago, but with the crea- 
tion of the American “rubber pool,” 
rubber consumers may now face the 
future with greater equanimity. Con- 
trary to popular belief, this pool is not 
concerned with combating the Steven- 
son restrictions, but it will put an end 
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to the market effect of re- 
striction. Its purpose is 
primarily and directly to 
supply the rubber market 
with what it has lacked in 
the past, namely, a power- . 
ful speculative interest. 

This pool is essentially 
a speculator in the sense 
that when rubber is cheap 
it plans to accumulate the 
commodity and to sell (at 
a profit to itself) when 
rubber is dear. Although 
its activities are clouded 
in a veil of secrecy, in- 
vestigation through de- 
pendable channels  dis- 
closes that it started to operate before 
the public learned of its existence and 
by the middle of last month had ac- 
cumulated a stock of some fifteen 
thousand tons of rubber. If neces- 
sary it has ample capital to take 
up as much as fifty thousand tons. 
This buying is strictly for the account 
of the pool, and is over and above the 
industrial requirements of American 
rubber consumers. It buys in London, 
Singapore, British West Indies, as well 
as in the local market in New York— 
wherever and whenever it can obtain 
cheap rubber. It will also sell in the 
open market or directly to American 
consumers when prices are too high 
for the general health of the market. 
In the long run, it will neither lower or 
raise the value of rubber any more 
than the Stevenson Plan would affect 
the ultimate supply or demand. In the 
meantime it serves the true function 
of the speculator in carrying the sur- 
plus over and above buyers’ needs of 
the moment, and by taking a position 
in the market will have rubber to sell 
when buyers need more than the 
plarter is in a position to offer. 

The question has been raised—who 
will pay for this speculator’s profits; 
the American public, the British rub- 
ber planter or the rubber manufac- 
turer? None of these will pay the 
cost, for the speculator’s profits do not 
necessarily come out of the pockets of 
the buyer or the seller. In this case, 
increased manufacturing efficiency of 
tire and other rubber companies will 
more than offset the added cost of sta- 
bility for the rubber market repre- 
sented in the profits (if any) that may 
ultimately accrue to this pool. 

The cost of crude rubber itself is 
only a minor part of the value of tires, 
for example, but nevertheless the er- 
ratic price trend of this commodity has 
greatly increased production and sell- 
ing costs. Manufacturers in this in- 
dustry have always been faced with 
serious inventory problems, and have 
never been able to pass along the losses 

(Please turn to page 456) 
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Hand-to-Mouth Buying— 


An Original Analysis of the Buying System 


AND-TO-MOUTH buying is 

H a very prevalent practice 

and a much discussed ten- 

dency. Most discussions turn 

about its desirability or undesir- 

ability. The sensible business man 

will first seek to discover the 

causes that have set hand-to- 

mouth buying in motion, and 

secondly, the possible duration of 

these causes. Whether the prac- 

tise is desirable or not is not as 

significant a matter as whether it 

is inevitable or not. It is easier to trim sails to the 

inevitable than to adjust business practise to the theoreti- 
cally desirable, and such is current business policy. 

Hand-to-mouth buying may be defined as the purchase 

of stocks of merchandise by the retailer, or the purchase 

of raw materials or semi-finished materials by the manu- 

facturer, in small quantities so as to promote speed of 

turnover, and to limit inventories. It is at once obvious 

that this cannot be wholly a new tendency. The size of 

inventories held by merchants has varied according to 

differing situations, and conservative and reckless buying 

have alternated in the history of commerce. Then again, 

there have been all degrees of inventory policies depending 

on the character of the merchandise, speed of deliveries, 

speed of turnover, bulkiness, seasonal character, traditions 

of the region, etc. But it is possible, in all this, to make 

two valid statements. The first is that merchandise buy- 

ing is more conservative now than at any time since the 

outset of the War, and secondly that it has a somewhat 

different character from the simply canny buying policies 

of the past. 


The Explanation 


There is no effect without a cause. The usual explana- 
tion of hand-to-mouth buying is based on the old maxim 
that the burnt child dreads the fire. In 1920-21 we saw 
as sudden a deflation in commodity prices as can well 
be witnessed. It occurred (inevitably) after a period of 
wild accumulation of inventories. The vivid memories of 
the losses that accrued by reason of these inventories are 
still fresh. Hence extreme caution has resulted, and hand- 
to-mouth buying now prevails. 

With due regard for this popular theory, it is too easy. 
It assumes that the lessons of experience are final, and that 
all ‘rational business men act in accordance with their 
perceptions. But it has been alsot .c that in this period we 
have seen a continued decline in ‘ .e prices of commodities, 











and no one has ever heard of an orgy of forward buying 
when prices were declining. There has also been witnessed 
simultaneously the greatest expansion of railroad efficiency 
in history, together with the development of inter-city 
motor trucks, which supplement the rails for short hauls. 

That the lessons of the 1920-21 deflation have persisted 
in conditions which have made it profitable not to forget 
them, does not at all make it certain that this caution 
will be observed at a time when it will be profitable to 
add to inventory. As yet the physical factors have so de- 
cisively favored hand-to-mouth buying, that one cannot 
be at all too sure that it is a permanent phenomenon in 
business policy. 

There are two weaknesses to this theory. In the first 
place, no one knows how much the conservative buying, 
as a result of the scare of 1920-21, in itself compelled price 
concessions. Accordingly, the lowering level of commodity 
prices may be as much a consequence as a cause of hand- 
to-mouth buying. Secondly, had the older inventory policy 
been followed, the demand for speedy deliveries would not 
have been so urgent, and it might not have paid the rails 
to have put so much money into technical efficiency. 

This is very much an old story. Does the psychology 
of the business,man change the physical facts of commerce, 
or is his psychology wholly dependent on the situations 
he faces? Does the set of facts that change a business 
situation in turn become a cause of other business policies? 
All current discussion of hand-to-mouth buying has been 
very unreal because it has not gone into the vital question 
of just what is the part that physical facts play in sus- 
taining the policy. Until that is answered, discussions of 
hand-to-mouth buying are likely to be in thin air. 


How the Railroads Helped 


Whether viewed as cause or effect there can be no doubt 
that speed of deliveries, whether by rails or motor trucks, 
is basic in the maintenance of hand-to-mouth buying 
policies. Were deliveries as uncertain and as long delayed 
as in the wretched period from 1917 to 1921, it would be 
literally impossible for any rational merchant or manu- 
facturer to buy for immediate requirements only. He would 
be compelled to buy far in advance, not only because he 
might otherwise find his shelves clean, but because he 
might have to pay “squeeze” prices if he delayed buying 
to the last moment. From the viewpoint of style, he would 
run such grave risks as to make it impossible for him to 
do anything else than give ample advance orders. 

In fact, in 1917-1921 it was not so much rising prices 
that compelled heavy inventories, as it was slow deliveries. 
Rising prices tempted the mechant who wished to specu- 
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Its Real Value to Business 
Which Has Changed Business Conditions 


By WILLIAM STEPHEN MARLOWE 


late, but slow de- 
livery compelled 
even the most 
conservative business men to stock up, even though they 
creaded a price recession that might wipe out all their 
profits, by making their huge inventory worth but a frac- 
ion of cost. No business man hoping to stay permanently 
in his line can afford to decline business, even at such a risk. 

Hence we may lay it down as a fundamental fact that 
| ad railroads been as efficient in 1917-21 as they were later, 
‘yen a perpendicular rise in prices would not have induced 
s) much buying for inventory. To put it more scientific- 
ally, had the rails been perfectly efficient, as they are to- 
cay, business men would not have been so fearful of being 
short of goods, and they would not have bid up commodity 
rices quite as extensively. This generalization is limited, 
cf course, by the world tendency to upward prices, due 
to war demands. 

However, the limitation of such prices, and the limitation, 
in consequence, of inventories that would have followed 
ailroad efficiency, would have made the price deflation 
of 1920-21 far less drastic as a decline and would have 
affected merchants little more than a recession in business 
usually does. The failure of the carriers was the decisive 
explanation for the inventory craze of 1917-21, as their 
suecess was the nexus of hand-to-mouth buying in 1922-26. 

The speed of deliveries by the rails was at last one- 
ihird more in 1926 than in 1921. It must be recalled 
that two billions in merchandise is, on the average, always 
on the rails in this country. A reduction of one-third 
the time required in the delivery of two billions is an 
economic change of the utmost magnitude. This has been 
accomplished, first, simply by efficient management, sec- 
ondly, by large increases of second and third tracks (the 
common belief that mileage is not increasing takes note 
of first tracks only) by the new developments of com- 
partment freight cars for less than carload freights. 


Motor Truck A Factor 


Strange as it may seem another source of profit to the 
rails has been motor-truck competition. Short-haul 
deliveries, of, say, less than 80 or 90 miles have been con- 
ducted at a loss by the rails because of terminal handling 
costs. The overnight motor truck delivery between such 
points as New York-Philadelphia, Chicago-Milwaukee, 
Boston-Providence, etc., has deprived the rails of this los- 
ing business and at the same time cleared the terminals 
for action on the longer hauls. It is not so much freight 
cars moved per day as terminal congestions that have been 
the cause of much delay hitherto. Leaving aside terminal 


ease, apart from 

the abnormal 

Florida situation 

last year, embargoes are a thing of 

the past, and no business man now 

has to take them into account. 

Furthermore the losses in transit 

have been cut by three-fourths so 

that delays due to tracing, etc., are 

almost nil. There seems no pros- 

pect of the abatement of possibili- 

ties of the rails increasing service 

in this regard. Automatic train 

control will enable freight cars to follow each other sooner, 
and increase speed of deliveries by at least 10%. Ball- 
bearing improvements, such as the Pennsylvania is ex- 
perimenting with, are also due to increase speed of de- 
liveries. What is more, the rate at which equipment is 
now being purchased ends fears that the rate of increase 
in freights carried will soon outstrip the physical pos- 
sibilities of the rails. 

There is plenty of margin so far as the capacity of pres- 
ent trackage to handle cars is concerned, and the credit of 
the roads is so good now that they no longer hesitate to 
add equipment to handle freight, where needed. The 2.5 
million freight cars averaging 30-mile movement per day, 
may soon be 2,800,000 and the speed 33 miles. The 100,000 
or so long haul motor trucks are growing and will find 
increasing use, even though not at the fast pace that was 
expected in 1925. Motor truck growth and continued car 
surplus assure the future for the next two or three years, 
at least. 


Economic Effects of Hand-to-Mouth Buying 


The transportation situation is most of the story, but 
not the whole story of hand-to-mouth buying. Lower com- 
modity prices rank second among the many contributory 
factors. They need not be discussed at length insofar as 
there has been a 
world tendency to 
lower commodity 
prices, expressed in 
gold values, and the 
United States level 
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aN and new ones rise. Each cycle of major price movements is marked by 
= | outstanding activity and wide price changes in certain stocks that assume 
bad | a position of leadership by virtue of widespread appeal to popular interest 


GA S in the history of human affairs, so in the stock market, old leaders pass 


in keeping with the economic trend of the moment. Some stocks, like 
Gy U.S. Steel for example, retain their leadership year in and year out. 
Others may lead for a time, and become dormant only to rise again. Still others 
flash into prominence and lapse into comparative inactivity for long seasons. For 
the investor who has foresight to discover, in the comparatively dormant stocks 
of today, the probable market leaders of tomorrow there is an obvious reward. 
In an effort, therefore, to select a few such potential leaders, we present the fol- 
lowing sketches. It is not to be assumed that these stocks will supplant the leader- 
ship of such issues as Steel and General Motors, nor that their activities will im- 
mediately dominate the market of 1927. Instead, it is intended to point out the 
salient facts that should tend to bring these several stocks into greater promi- 
nence and which should entitle them to a place in popular esteem in the not too 


distant future. 


Reading Company 


N an earlier day, when the stock market was a much 
smaller affair than now, Reading was one of the un- 
disputed leaders. Reading, Union Pacific and Steel 

were a famous trio whose market movements dominated 
and practically determined the trend of the entire list. 
With the increasing scope of the New York Stock Ex- 
change and passing of the old era of railroad manipula- 
tion, Union and Reading gave way to other leaders. 
Finally, there came the shadow of war and post war 
economic upheaval and all rails went into a long eclipse. 
Practically within the last two years, rail stocks have 
returned to speculative favor under the twin influences 
q of merger developments and restoration of former earn- 
ing power. While it is not to be expected that 
Reading will assume its old time position of the stock has no mean potentialities of the 
almost exclusive leadership, there is ample speculative order as a result of the road’s 


ground for believing that the stock should 
occupy a prominent place in the history of 
1927 market movements. True, Reading’s coal 
properties were segregated in 1924 thus re- 
moving one of the bases for speculative activ- 
ity in Reading stock. Nevertheless, in addi- 
tion to its possibilities of larger dividends 
based upon greatly improved earning power, 


strategic merger position. Reading’s desir- 
ability as a connecting link for certain of the 
eastern trunk lines and its 58% ownership of 
Central of New Jersey stock (which it must 
eventually sell) still remain as first rate in- 
fluences tending to keep the shares well in the 
front rank of market favorites. Reading has 
advanced but still has room for appreciation. 
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Missouri Pacific 
. « transition of a railroad from a position of “under 





dog” to one of great importance in its field is a 

situation which supplies most of the elements of 
prospective market leadership. A case in point is Southern 
Railway common which was among the most active of 
listed issues during its great advance from below 40 
in 1924 to well over par in the following year. Now that 
it has achieved high levels and become less an unknown 
quantity, the large volume of trading has for the time 
being subsided. Among the railroad group, Missouri 
Pacific common at present appears to have the best chance 
of market appreciation comparable to that of Southern 
Railway common, and it is by no means impossible that 
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the beginnings of such a movement will be 
under way before the close of 1927. There has 
been a marked tendency in recent years for 
speculative railroad shares, unlike industrials, 
to defer the major portion of their market 
advances until such time as actual declaration 
of dividends was imminent, even though divi- 
dend action was clearly indicated well in ad- 
vance. Missouri Pacific has made splendid 
progress under the new management inaugu- 
rated two years ago. It has become the nu- 


cleus of what promises to be one of the domi- 
nant systems of the middle west and its earn- 
ings bear a greater percentage to the selling 
price of its common stock than in the case of 
any road in the country. Resumption of pre- 
ferred dividends and provision for the $40 
arrears should be followed by a substantial 
public interest and a large daily turnover in 
the common shares in anticipation of develop- 
ments to come. 


Bethlehem Steel 


ifr 
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N normal times the rise of a stock to market leader- 
ship is clearly indicated long before such an even- 


The economic trend of the industry 
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tuality occurs. 
and the position therein of the specific company furnish 
the necessary groundwork. However, it required the 
armed conflict of more than a score of nations to elevate 
Bethlehem Steel to international prominence, and its stock 
to a position of undisputed leadership in the market. As 
the result of war-time contracts, the obscure stock of 
yesteryear assumed the leader’s reins in the wildest 
speculative orgy the world had ever known during the 
war boom. With the cessation of hostilities, Bethlehem 
found itself with abnormal plant facilities and greatly 
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reduced volume of business. Earnings declined 
to a minimum and speculative interest de- 
parted from the shares. The stock reflected 
the trend of the general market rather than 
set its pace. Since that time the endeavors of 
the company have been centered in the devel- 
opment of a normal, profitable business, with 
no small success. The acquisitions of Lacka- 
wanna, Midvale and Cambria in rapid succes- 
sion, and the disposal of isolated properties, 
besides placing it in the position to derive the 


it to a point where only the Steel Corporation 
itself separates it from supremacy in its field. 
New plants were gradually co-ordinated, with 
the result that earnings since 1924 have shown 
steady expansion. Dividend payments on the 
common seem to lie directly ahead. Bethlehem, 
the rejuvenated, physically and financially 
stronger than ever before with its ambitious 
construction program now practically com- 
pleted, would seem to be'on the point of ar- 


riving as a market leader, once more. 





maximum of benefit from operations, advanced 


Timken Roller Bearing 


ORTHCOMING developments of a spectacular char- 

Blrance_[ TIMKEN ROLLER BEARING 7° acter in the affairs of a company often furnish the 
5 \ Est impetus to convert a stock from relative quiescence 
isos ee to market leadership for a limited period at any rate, 

65 main & provided that the capitalization is adapted to a heavy 
volume of trading. Timken Roller Bearing has outstand- 
ing in excess of 1.2 million shares of common capital 
stock out of which a sufficient floating supply should 
develop to render it suitable for very active trading should 
conditions confronting the enterprise warrant. What gives 
rise to these conjectures in this particular case is the 
fact that Timken, after several years of research, has 
developed a roller bearing of sufficient durability to fulfil 
the requirements of railroad cars for that type 
of equipment. Heretofore the anti-friction 
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bearing has been extensively employed in the 
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manufacture of automobiles and for gen- 
eral industrial purposes, but as far as rail- 
roads are concerned it was not until a recent 
order was placed by the Chicago, Milwaukee & 
St. Paul, calling for the installation of such 
equipment on about 125 Pullman and passen- 
ger cars, that the enormous possibilities began 
to be realized. Experiments conducted by 
leading railroads have clearly shown that the 


roller bearing possesses great advantages over 
the old type especially in regard to its much 
lower resistance and the consequent reduction 
in tractive power necessary. It involves revo- 
lutionary changes which can be accomplished 
only gradually, but the outlook presents ex- 
tremely interesting aspects which may easily 
be reflected in far greater market activity than 
customary for Timken Roller Bearing stock. 


Anaconda Copper 


NACONDA has always held an important niche in its 





industry but within very recent times has achieved 
a position in the copper business analagous to that 
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of General Motors in the automotive field or U. S. Steel 
in the iron and steel industry. Primarily a producer of 
copper prior to 1922, Anaconda’s fortunes varied in close 
sympathy with the trend of the metal market. In the 
midst of depression, the company shrewdly secured a 
controlling interest in one of the world’s lowest cost pro- 
ducing properties—Chile Copper and shortly thereafter 
executed another bold stroke by acquiring the American 
Brass Co. These additions have set Anaconda in the front 
rank of copper companies. More important than mere 
size is the wide diversity of operations that 
has resulted from the company’s policy of ex- unit, it would appear that the consolidation 
panding its property ownership. It now hasa_ has passed the development stage and should 
firm grip upon practically every branch of soon emerge as a highly profitable industrial 
copper activities from production to manufac- entity. Despite the relatively low level of the 
ture. Not so very long ago, Anaconda ex- copper prices in the past two years, Anaconda 
tended its conquests to Europe through acqui- has been keeping well abreast of its leading 
sition of a majority stock interest in the contemporaries. With its great scope of opera- 
Silesian Holding Co., an important factor in tions, extensive investments and dominant 
the world’s zinc mining industry. position in the industry, Anaconda has all the 
While it has taken time to mould the new’ attributes of an industrial giant. It would 
Anaconda with its American Brass and Chile seem to be on the point of arriving as a 
Copper holdings into a smoothly functioning natural market leader. 
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Brooklyn-Manhattan-Transit 





focussed on the New York traction situation, and 

with developments of the greatest moment clearly 
imminent, it is not unreasonable to expect the early re- 
storation of this group of securities to speculative favor. 
Brooklyn-Manhattan Transit, which has shown its ability 
to more than hold its own under existing circumstances, 
stands alone as the natural leader in this group. A resumé 
of past performance has little bearing on the present situ- 
ation. Years ago the company had known affluence and 
then had witnessed the decline of its earnings to the van- 
ishing point. The natural sequence was a drastic finan- 
cial readjustment that all but wiped out the equity of pre- 
ferred and common shareholders. Relieved of 
its most pressing burdens the company has _ with an eventual favorable decision not entirely 
shown remarkable progress since 1924. While improbable. Further, the tendency is toward 
Interborough, its weaker sister, has been en- the consolidation of the interests of both 
gaged in a life or death struggle to keep its Interborough and B-M-T, with the latter domi- 
head above water, B-M-T has shown steady nating the situation. Viewed from a stock 
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expansion in earnings, with further progress 
along these lines clearly indicated. All this 
on a five-cent fare. The question of an upward 
fare revision is receiving serious consideration 
in city administrative circles and in the press, 


market standpoint these developments are 
clearly constructive and seem to portend an 
early revival of the once widespread interest 
that centered in the shares. Dividend is $4 
offering a yield of 5.5% at current price of 72. 
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U. S. Rubber 


. S. Rubber has long been a speculative favorite and 
U has frequently taken a place of leadership in specu- 
lative activities. Early this year, on the strength 
of indications that tire companies would continue the 
ic exceptionally favorable showing in 1925, Rubber again 
~ Ne played its accustomed part. In more recent months, how- 
ever, its followers have neglected the stock and the 
familiar symbol “RU” appears at longer intervals upon 
the ticker tape. The collapse in crude rubber, falling 
tire prices and consequent lowering of earlier earnings 
22 1973 924 1925 19% estimates have tended to push U. S. Rubber back to a 
LTT secondary position in the market. However, it seems quite 
, probable that it is now only passing through a temporary 
lapse of leadership. The crude rubber market 

is now relatively stable. Moreover, leading better earnings for the tire makers. U. S. 
tire and motor manufacturers have organized Rubber, accordingly, with all its other spec- 
a gigantic “rubber pool” whose object is to ulative charms—great size, large potential 
control price changes in the raw material earning capacity, dividend possibilities and 
within reasonable limits and combat the in- touch of mystery in the operations of its plan- 
fluence of the British restriction scheme. This tation subsidiary—still intact, would seem to 
should lead to elimination of extreme price require only this latest development to bring 

swings in the crude material and admit of it back to popularity next year. 
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American Sugar 


cc Snnemmaayt = | gta from its inception in 1891 until ex- 
AMERICAN SUGAR [Per SHARE treme demoralization of the sugar industry in the 
post-war period, American Sugar was a popular mar- 
ket leader. The stock was well qualified to hold such a 
place by virtue of the company’s dominating position, 
its exceptional financial strength and high average earn- 
ing power. The deflation era, unfortunately, wrought a 
great change in Sugar’s status. Consumers sought to 
repudiate contracts for sugar bought at high prices. The 
company was thus involved in expensive litigation and 
} 5 in addition to actual losses from uncollectible accounts, 
ESTED TOMO OOOO OY suffered a loss of prestige with former customers. In- 
j ventory shrinkage and unprofitable operations added to 
its difficulties and, finally, American Sugar 
was forced to dispose of some of its valuable tus. Though divested of some of its former 
investments and float a 30 million dollar bond holdings, which made it less dependent upon 
issue to meet the crisis. To make matters actual refinery earnings than it is to-day, 
worse, sugar refining companies have had to American sugar still possesses essential char- 
contend with wildly fluctuating sugar markets acteristics which make for market leadership 
and slender profit margins for several years. and with the outlook favoring a return to 
Despite its — difficulties, however, American stable conditions in the refining industry, 
Sugar has maintained its strong financial sta- should resume its former market status. 
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New Haven 


NE of the most interesting and perhaps tragic stories 

O in railroad history is that of the New Haven. Some 

twenty-four years ago, this great New England car- 

rier was regarded as an investment colossus. Its stock, 

widely held and highly regarded by New Englanders, sold 

ear rviks well above $200 a share. Then the unbelievable happened, 
in 1913 dividends were reduced and in 1914 passed en- 

tirely. No less than three years ago, New Haven common 

sold as low as $956 a share and few were optimistic enough 

to believe that it would escape receivership. The great 

success of the company from its inception led the old man- 

1924 1925 1926 | agement of the road to absorb all sorts of transportation 
TAQUOUUARSEORUOUAEASOOUSEDEROUODSCHEAOAOURLOGRUEGOULOEOICUODLOUIROLEROREGREG systems in the road’s territory with reckless abandon. 


Over-extended, the road was financially crip- 

pled and fell an easy prey to changing eco- operating expenses and set its financial house 
nomic conditions and post war readjustments. in order. In its past record and in the 
Yet, New Haven has in very recent times possibilities for steady recovery in the future 
shown an impressive ability to come back. It lie the essential elements for restoring the 
has slowly recovered its earning power, cut shares to a position of prominence in 1927. 
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Slight Recession As New 


Year Opens 


Spotted Conditions in Industry—Steel Industry Outlook—Warfare 
in Automobile Trade—Money Rates and Bonds—Price Situation 


S the new year opens, 

the same conflicting 

tendencies which have 
marked the close of 1926 are 
noted. Viewing the national 
situation, as a whole, there 
seems little ground at present 
for disquietude though, to be 
sure, the aggregate volume of 
business is somewhat less than 
last year this time. Prosper- 
ity, however, is by no means 
vanishing. The relative de- 
cline in business represents 
rather a pause or interlude 
than any permanent let-down, 
so far as can be seen at this 
time. ; 
The shifting of activity from 
one industry to another which 
has been so typical of Ameri- 
can conditions in 1926 con- 

tinues a marked factor. As 
arses reaches a tempo- 

rary p saturation in de- 
mand and slips back a bit, an- 
other industry hitherto more or less 
dormant springs up to take its place on 
the list of active industries. Thus, we 
row witness a rather mixed situation 
in the automobile industry while cot- 
ton textile manufacture, hitherto rather 
subnormal, has been making rapid 
progress recently. The steel industry 
loses somewhat in demand from auto- 
mobile and building sources, but almost 
offsets this by a gain in business from 
railroad buyers and tinplate consum- 
ers. Seasonal changes, of course, have 
a good deal to do with this shifting of 
demand, but at the same time under- 
lying influences representing the basic 
improvement or the reverse in a given 
industry also make their mark. 


A. 


Farm Situation Spotted 


The agricultural situation still re- 
mains somewhat backward as a whole, 
but marked improvement has_ been 
noted in certain sections of the country 
which for years have been staggering 
under an excessive load of adversity. 
Thus, the Northwest, hitherto one of 
the bad spots, is coming to with some 
rapidity. Most of the Middle West, 
agriculturally speaking, is also making 
progress. On the other hand, logical 
doubt exists as to the ability of the 
Seuth to completely offset the serious 
loss of purchasing power bound to arise 
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3. Securities, 
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as a result of the unfortunate cotton 
situation. At the same time, however, 
crop conditions on the Pacific Coast 
are substantially fair, and the Atlantic 
Coast regions still retain their stability 
from the agricultural viewpoint. On 
the whole, however, it must be admit- 
ted that the unfavorable cotton situa- 
tion somewhat outweighs the gains 
made in other directions, so that the 
net result is a loss of some proportions. 
The frame of mind among business 
men remains one of conservative opti- 
mism though their expression of opin- 
ion as to the future is perhaps more 
guarded than last year this time, inti- 
mating possibly their feeling that the 
outlook is not quite as reassuring as 
they would like, at the same time not 
actually thinking in terms of depres- 
sion. It is of some significance that 
buying is more closely in tune with 
actually known needs than at any time 
in recent years. The inventory situa- 
tion thus continues sound except that 
in some directions stocks are not mov- 
ing rapidly as is the case normally. 
Steel production is dropping off gra- 
dually, with the U.S. Steel Corporation 
operating at about 80% with the inde- 
pendents between 60 and 70%. The 
unfilled orders of the big company 
showed a fair increase as of Dec. 1, 
but this means less than would seem to 
be the case on surface on account of 


important 


showing a slight decline, mean- 
ing a carryover of business 
into the next month somewhat 
larger than would have oc- 
curred had all three factors 
run along on an even keel. In 
other words, new business is 
not increasing at the rate sug- 
gested by the advance in Steel 
orders. Since production is ex- 
pected to hold up in January 
with shipments unchanged, it 
is likely that the next unfilled 
order statement will show a de- 
cline. There is little contract- 
ing for first quarter delivery, 
partly owing to seasonal con- 
ditions and partly to growing 
uncertainty on the part of steel 
consumers. 

Indications are at hand that 
1927 will mark the severest 
competition in the history of 
the automobile industry. The 
fight will be chiefly between 
Ford on the one hand and Chevrolet 
(General Motors division), Willys- 
Overland and several of the other low- 
price car manufacturers on the other. 
Ford seems to have lost a good deal 
of ground this year and may face the 
sternest fight of his long career in the 
coming year. 

The margin of profit per car has 
dwindled for practically the entire in- 
dustry. The dealer system seems un- 
economic and a reorganization seems 
due there. Consolidations are looked 
for between the lesser manufacturers, 
and it is possible that the year will wit- 
ness the automobile industry neatly 
divided into four powerful groups (1) 
Ford, (2) General Motors, (3) Willys- 
Overland and a combination of several 
others in the same class and (4) the 
stronger independents such as Chrys- 
ler, Nash, Reo, etc. The weaker com- 
panies seem to have little to look for- 
ward to and seem bound to get hurt 
in the coming struggle for business. 


Money Outlook 


The money situation is particularly 
interesting. There has recently been 
a large increase in commercial and un- 
secured loans of every type to the high- 
est level since 1921, indicating very 
heavy rediscounting by member banks 

(Please turn to page 456) 
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DebenturesEnjoyGreaterPopularity 


Why These Unsecured Bonds Often Rate High—Four Interesting Issues 


EBENTURE bonds 
D are usually defined 

as mere promises to 
pay. They enjoy no se- 
curity specifically pledged 
to assure interest or prin- 
cipal payments. As such 
they constitute, in effect, 
promissory notes. 

Instinctively, the inves- 
tor relegates them to a 
place inferior to bonds amply secured 
either by pledged assets or by pledged 
revenues. He does not carry this rigor- 
ous logic over into Liberty Bonds or 
any other government issues. These 
are all mere promises to pay dependent 
upon the honor of the obligor, but the 
honor is rated so high that the bond 
would be lowered in quality if specific 
revenues were pledged thereto. In fact 
among Government bonds, the lower 
the credit of a government, the greater 
its need for securing its bonds by 
pledging its revenues. 

The lesson of Government bonds is 
interesting. It illustrates the fact that 
a high credit and economic capacity 
are, in the long run, the most potent 
protection for the investor. If that is 
true, the numerous corporate deben- 
ture bonds deserve further examina- 
tion. They may reveal to the investor 
a new criterion for judging the value 
of bonds. It is an especially interest- 
ing question when it is remembered 
that the unsecured bonds of the United 
Kingdom sell on better than a 5% 
basis, the secured loan of Germany on 
a 6.5% basis and the tremendously well 
secured bonds of Salvador at 7.5%. 
Here is a challenge to the ordinary in- 
vestor notions of inherent bond values. 

It is a trite, but a true observation, 
that a bond is no better than the earn- 
ing capacity of the property it repre- 
sents. No matter how great the sur- 
plus of assets covering a bond, if these 


assets lack earning power, the interest . 


on the bond is not assured. As for the 
principal, it is not so well assured 
either, since the asset value of property 
that has demonstrated poor earning 
power is not always nearly as great as 
its physical valuation would appear to 
indicate. Hence it follows that many 
mortgage bonds would be inferior to 
debenture bonds, where the mortgage 
bonds were issued by a company show- 
ing poor earning power, and the de- 
bentures by a company showing great 
earning power. Standard Oil of New 
Jersey has just issued 120 millions in 
debentures on a 5% or better basis 
while Consolidated Textile 1st 8s, for 
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By LORING DANA, JR. 








HIS article is worthy of study by investors 
as it explains the essential features of a 
bond not well enough appreciated by the public. 


whether they be called 
preferred stock prior pre- 
ference, etc. In the second 
place while defaults on 
debentures are not, on the 
face of it, enough to cause 
a foreclosure of property, 
they may cause a bank- 
ruptcy petition to be filed, 





since the debenture owner 





example, are selling to yield 8.75%. 

It is also true that any industrial 
corporation that is enabled to float de- 
bentures at a 6% basis, or even at a 
6.5% basis, really enjoys a high inves- 
tor confidence. A low yield on a de- 
benture bond is an even better testi- 
monial to its merit than a low yield 
on a mortgage secured bond, since in 
the case of the debentures, the earning 
power of the corporation, and its good 
financial position generally, are the 
only bases for the low yield. 

While the merits of debenture bonds 
are many, it does not follow that in 
any corporation having several issues 
of bonds outstanding, in which mort- 
gage issues precede debentures, the lat- 
ter are as good. In such an event the 
mortgage bond would take precedence. 
It would have all the merits of the 
debenture bond, and pledged proper- 
ties as well. The only point that is to 
be made is that in many industrial cor- 
porations, debentures are the leading 
bond issue, and are not therefore to be 
compared with any mortgage secured 
issue of that company. 

It has become customary to insert the 
provisions in most debenture bonds 
that if-any bonds are to be issued in 
the future, the present debentures out- 
standing shall be equally secured with 
the new bonds that are to be issued. 
In this manner the purchase of deben- 
tures is protected against the dilution 
of their earning power by future financ- 
ing. 

Many investors shrink from deben- 
tures on the ground that they are really 
not bonds at all but preferred stocks. 
In England they are always called de- 
benture stock. If it is objected that 
most government bonds are in reality 
mere debentures, and are still bonds, the 
answer is made that the English call 
all such issues Government stock, indi- 
cating that they lack the specific secur- 
ity of bonds. It is important to ex- 
amine this point and see if all we face 
is a question that is merely terminologi- 
cal. 

In the first place, debentures rank 
ahead of any preferred stock issues, 


is a noteholder. The pre- 
ferred stockholder cannot sue to com- 
pel dividends when they are not earned. 
He cannot sue except when obvious 
profits are being withheld from any 
dividend disbursements. These two dif- 
ferences make decisive the fact that 
debentures are more nearly bonds than 
stock. 

In the purchase of debentures one 
practical caution will not be amiss. In 
the case of “open-end” debentures, that 
is issues which are unlimited as to the 
amount authorized, the clauses restrict- 
ing the issuance should be studied. If 
the clause holds that the corporation 
must have earned all its bond interest 
one and one-half times for two years 
previous to the issuance of further de- 
bentures, including in such interest re- 
quirements those needed for the bonds 
about to be issued, the debentures are 
fairly well secured against inflation. 
In this connection the bondholder should 
also see that the charge-offs for main- 
tenance and depreciation have not been 
unduly skimped in the period preceding 
the further issuance of such securities. 
In this manner an artificial earning 
power could be reported. 

In the BOND BUYERS GUIDE, 
four debentures are always listed. 
Present market situation makes emi- 
nently desirable those of American 
Chain, American Type Founders, Lig- 
gett & Myers and Youngstown Sheet & 
Tube. 

The Liggett & Myers debenture is 
unexcelled for high current income, al- 
though its large premium precludes 
advance possibilities. 

American Chain debentures, with 
good sinking fund provisions, could 
easily go beyond call price of 105, in 
addition to providing a good yield. 

American Type Founders debentures 
ought to reflect the recent recovery in 
market position of the common stock. 

Youngstown Sheet & Tube deben- 
tures are so obviously undervalued as 
to constitute a real opportunity. 

All four of these corporations enjoy 
investment standing, and their deben- 
tures belong to the most desirable 
known. 
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Bonds 


HE bond market, after having at- 
tained its highest average quota- 
tions in fourteen years, finally 

showed signs of a slight recession. 
Perhaps the two fundamental reasons 
were the concentration of speculative 
activity in the stock market, and lat- 
terly the needful “window-dressing” op- 
erations for the year end. An expected 
year-end bulge in London money rates 
assisted in inducing caution. Year-end 
money bulge in New York was not ex- 
pected to be important. On the whole, 
he bond market can be considered in 
a state of temporarily arrested advance 
rather than as revealing any real weak- 
ness. 

Apart from fundamentals the mar- 
ket again showed great interest in 
French recovery. Republic of France 
7%s were a feature, rising from 102% 
to 104%. The lowering of the rediscount 
rate at Paris gave rise to investor con- 
fidence. Minor French issues were not 
all buoyed up, however, but greater 
ease in Franco-Italian relations sent up 
Italian 7s from 91% to 93%. 


Speculative Issues Active 


Perhaps the most important feature 
of the recent market has been a whole- 
sale recovery of “lame ducks.” Botany 
Mills 64s scored gains from 89 to 92% 
upon reports of impending end of Pas- 
saic strike; D. G. Dery 7s, which have 
had an unfortunate history, advanced 
from 73% to 77% with trade buying a 
feature, Dominion Steel 5s, in default 
of interest, rose from 53 to 57%; War- 
ner Sugar 7s advanced from 77% to 
84% and lastly the Jacob Dold 1st 6s 
rose from 85 to 89%, and reflected im- 
provement in packers. Thus the larg- 
est profits, for the first time in years, 
was effected in a group of low-grade 
specialties, under a big turnover. 

The two most prominent markets, 
however, were those in Erie convertible 
4s “D” of 1953. A real speculative 
flurry resulted from the announcement 
of the change in presidency, it being 
felt that the long-debated inclusion of 
Erie in the Van Sweringen system was 
assured. The rise from 83 to 85 was 
accomplished under the largest turn- 
over in weeks. New York Railways In- 
come 6s reflected change in directorate, 
reaffirming Western control, and rose 
from 381% to 33%. Among the more 
constant market favorites, Anaconda 7s 
were up from 107% to 109 and Del. & 
Hudson Conv. 5s from 116% to 118%. 


The Outlook 


The bond market seems fated to a 
comparatively stable fortnight, with 
the market primed for further ad- 
vances, upon the release of year-end 
funds for further placement. More 
attention will probably be devoted from 
now on to the more speculative issues, 
as the majority of high grade bonds 
are selling very much in conformity 
with long-term money rates. But as 
the trend of money rates is downward 
also, all high-grade bonds will advance. 
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Bond Buyer’s Guide 


Bonds for Income Primarily 


Times 


Prior 
Liens 


GOVERNMENT ISSUES (Millions) 


Argentine 6s, 9 

Dominican Rep. 5%s, 

Haiti 6s, 1952 

Chile, ext. 8s (due at 105), 1941.. 


RAILROAD ISSUES 
Baltimore & Ohio, Ref. 5s, 1995...(a).. 
Erio & Jersey, Ist 6s, 1955 as 
Genesee Riv., Ist 6s, 1957......... ~~ 
Great Northern, Gen. 7s, a 
Kan. City Sou, Ref. & Imp. 5s, 50. . 
Minn., St. P. & Sault 6%s, 19381.. 
M-K-T, P. L. 5s, 1962 (b OR Codie 
Missouri Pac,, lst & Ref, B. 1949.(a).. 126.3 
N. Y., 0. & W., Ref. 4s, 1992 Pe 
Ogdensburg & ‘Lake Champlain Ist 4s, 1948 
Rutland, Ist 4%s, 1941 
San Antonio & Aransas Pass, 

Ist 4s, 1943 

Western Pacific, Ist 5s, 1946 


PUBLIC UTILITIES 
Am, W. W. & Elec, Coll, 58, 1934. . 
Commonwealth Power, 6s, 1947....(b).. 
Hudson &. Manhattan, =" 5s, 1957 a r 
Kansas Gas & El. Ist 6s, 1952 A)... 
Laclede Gas, C. & R. Bigs, 1953...(b).. 
New York Dock, Ist 4s, 1951 aye. 
New York Edison, Ist 6%s, 1941..(a).. 
Ohio Pub. Ser., Ist & Ref, 7s, ’47..(b).. 
United Fuel Gas, Ist 6s, 1936 (a).. 
Western Union, 6%s, 1936 (a).. 


INDUSTRIALS 


Am, Smelting & Ref., 6s, 1947....(a).. 
Anaconda, Ist 6s, 1953 an 
Bethlehem Steel, P. M. 5s, 193 

Central Steel, Ist 8s, 
Goodrich, B, F., Co., 


1947 
Hershey Choc., Ist Coll, 5 





Sinclair Pipe Line, S. F. 5s, 1942. l(a). 
So. Porto Rico, Ist Coll, 7s, 1941..(a).. .... 
U. 8. Rubber, Ist 5s, 1947 (b).. 2.6 


Bonds for Appreciation 


Interest 


Earned 
on all 


os 


debt 
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Primarily 


RAILROADS 
Chicago Gt. Western, 1st 4s, 1959. 
Central New England, Ist 4s, 1961. 
Erie, Gen, Lien 4s, 1996 
Int, Gt. Northern, Ist 6s, i962... 
Mo. Pacific, Gen. 4s, 197 
Rock Is., Ark. & La. Ist 4%s, 
New Haven Deb. 6s, 1940 
Western Md., Ist 4s, 1952 


PUBLIC UTILITIES 
Brooklyn-Manhattan Tr., 6s, 1968.. 
Indiana Nat, Gas, Ref. 5s, 1986.. 
Manhattan Ry., Cons. 4s, 1990... 
Market St. Ry. 1st 7s, 1940 
— Tramways, Gen, & Ref. 5s, 


55 ee 
x Y. & Richmond Gas, ist és, 1951.(b).. 


INDUSTRIALS 
Ajax Rubber Ist 8s, 1986......... (b).. 
Col, Industrial 1st Gtd. 5s, 1934.. 
Consolidation Coal Ist & Ref, Bs, 
1950 


Commercial Gredit, Coll. 5%s, 1985. (a). 
Republic Iron & Steel, Ref. & Gen. 
ETS” > a Rie ara i ae 
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Call 
Price 
100 
101G 
100G 
110A 


105A 
115 
115 


105A 


107144 


100° 


102% 
105T 
105 
10744T 
105T 
105 
105G 
120T 
105 


1074%T 
105T 
105 


107A 
103T 
102% 
103 

105G 
105T 


94% 


Current Yield 


In- 
come Maturity 
6.12 6.18 
5.50 5.50 
6.05 6.06 
71.38 7.25 
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DEBENTURES 
- Chain, 8. F. Deb. 6s, 1938 
Am. Type Founders, Deb. 6s, 1940.. 
Ligge tt & Myers, Deb. 7s, 1944.. 
Sun Oil, Deb. 5%s, 1989 
SHORT TERMS 
Industrial Bank of Japan 6s, Aug. 15, ’27 
Gen, Petroleum 6%, April 15, ’2 


Sloss-Shefield P, M. 6s, Aug. 1, ’29.... 


6.84 
5.88 
4.09 


5.18 
4.55 


105 
105 
100A 


101T 
105 


AAMT 
A-Iad 
Suas 


Note—All bonds in $1,000 gem conor oN except (a) lowest denomination eS. (b) =. 


Earnings are on five-year basis unless short 
are assumed, earnings of guarantor company are 

Y—Recent earnings about $2. 
lower prices. G—Not callable until 1930 cr later. 


given. 


er basis is only one available. 


16. A—Callable as a whole only. T—Callable at gradually 
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Wabash “A” on Bargain Counter 


A Record of Remarkable Achievement—Merger 


Possibilities—Outlook for the 


By J. A. POLLOCK, JR. 


Common_ Stock 








Table I—Earning Record 


-— Equal Per Share——, 


Net Income 
$5,390,909 
4,227,105 
686,665 
1,798,918 
1,983,943 
2,017,576 
1,210,388 
5,410,874 
5,474,949 
7,946,438 
8,250,000 


$7.64 
5.99 
0.97 
2.55 
2.81 
2.86 
1,71 
7.66 
7.75 
11.26 


1926 (Est.).... 11,70 


Preferred ‘‘A’’* Common* 


Date 


Road and Equipment 
Other Investments 


Combined 
$3.89 
8.05 
0.49 
1,30 
1,48 
1,46 
0.87 
8.91 
3.95 
6.74 
5.96 


$2.74 
1.03 


Working Capital 
Deprec, Reserve. 


Surplus 


Year Ended 
Gross Revenues 
Net Rwy. Oper. Inc 
Other Income 
Cha: 

Not 


2.77 
2.87 
6.50 
6.95 


* Assumes all preferred ‘‘B’’ stock converted into Preferred ‘‘A’’ 


and Common. 


Table II—Property Development 


(Thousands) 
Dee. 31,1915 Dec. 31, 1925 
$253,995 
9,503 


$263,498 


$94,846 
188,493 


$233,339 


$12,583 
7,417 


$34,056 


Dec. 31, 1925 Increase 
$69,910 128% 
12,253 230 
T70 212 
5,076 53 
4,306 41 


2.524 1% 


Increase 

$53,044 
5,127 

$58,171 


$26,407 
33 








$68,439 
138,460 


$206,899 








$26,440 


$9,537 
7,364 


$33,246 
Dec. 31, 1915 
$30,687 








* Years ended December 31, 1916, 
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O great familiarity with the coun- 
try’s railroad map is necessary to 
recognize at a glance that the 

Wabash occupies an unusually strategic 
position. Operating only 2,524 miles it 
reaches more important interchange 
points and connecting roads than any 
other line. Extending both east and 
west of Chicago, the company’s lines 
connect with the following major traffic 
gateways: Buffalo, Detroit, Toledo and 
Fort Wayne, in eastern trunk line ter- 
ritory; St. Louis to southern and south- 
western territory; Kansas City and 
Omaha, to the southwest, central west 
and northwest; and Keokuk and Des 
Moines in western trunk line territory. 

In addition, Wabash has the only di- 
rect line between Kansas City and east- 
ern territory that eliminates Chicago 
and consequently the expense and de- 
lay of handling freight through that 
congested center. Thus freight is han- 
dled from Kansas City to Buffalo in 
four days, or about half the time that 
would be required if routed through 
Chicago. By the recently purchased 
Ann Arbor, the same direct routing 
from the northwest, as from the south- 
west, to the east can be developed. Per- 
haps the best confirmation of Wabash’s 
strategic position was contained in 
Prof. Ripley’s consolidation plan, under 
which it was the only road to be dis- 
membered, the lines east and west of 
the Missouri River having been as- 
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signed to different groupings. In other 
words, it seemed impossible to assign 
Wabash to any of the systems pro- 
pounded, without upsetting the balance 
of power and destroying the fairly 
even competition desired. 

As a fast freight specialist running 
through partly similar territory, Wa- 
bash may be most nearly compared to 
the original Nickel Plate or the Pere 
Marquette, except that neither of the 
latter enjoy the advantage of Wabash’s 
southern and western connections. 
When it is further recalled that Wabash 
was as drastically and as well reor- 
ganized as the Pere Marquette at about 
the same time, has since consistently 
improved its property out of earnings, 
and that the Nickel Plate was a rather 
negligible factor in 1916, it does not 
seem over-sanguine to look forward to 
a fairly rapid development of earning 
power in the near future. 

The predecessor of the present com- 
pany was an important link in the 
Gould scheme for a trans-continental 
system, and controlled the Wabash- 
Pittsburgh Terminal (Pittsburgh and 
West Virginia) which in turn controlled 
the Wheeling & Lake Erie. When the 
scheme collapsed, the Wabash relin- 
quished control of these lines and in 
1915 underwent a_ reorganization, 
which involved a heavy assessment on 
both the stock and the junior bonds. 
The effect of the readjustment was to 


reduce gross capitalization by $17,000,- 
000 and annual interest charges by 
over $2,600,000. 


Earning Power Shows Large Gain 


The new company immediately dem- 
onstrated a good earning power in 
1916, but, of course, ran into the com- 
mon railroad difficulties in the subse- 
quent years, so that not until 1923 was 
it back upon the earning basis of its 
first year of operation. Since 1923 
Wabash has made consistent progress 
and unquestionably achieved new rec- 
ord earnings in the current year. 

Although net earnings declined dur- 
ing Federal control, due to an inade- 
quate rental from the Government, 
gross revenues have shown consistent 
gain, falling off in only one year (1922) 
of the last ten. During this period 
very little has been distributed to stock- 
holders out of earnings, 4% on the then 
smaller amount of preferred “A” stock 
having been paid in 1917, 2% in 1918 
and nothing subsequently until 1925 
when the full 5% dividend was inaugu- 
rated. 

Nothing has ever been declared on 
the preferred “B” or common stock, 
although most of the original issue of 
the former has shared in the “A” divi- 
dend, being convertible one-half into 
the senior issue and one-half into com- 
mon. All but about $2,500,000 has been 
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so converted. Between January 1, 
1916, and December 31, 1925, net earn- 
ings totalled $36,147,000 of which only 
$5,357,000 were distributed, while $30,- 
790,000 were retained in the property, 
a matter of about $50 per share, of 
either preferred “A” or common stock. 
Thus 53 millions have been added to 
road and equipment, 5 millions to in- 
vestments (including a 67% Ann Arbor 
control) and 9% millions to working 
capital, with an increase of but 26 mil- 
lions in debt, the balance having been 
supplied by depreciation charged 
gainst earnings. 


Capital Structure Sound 


Including the $15,500,000 First and 
Refunding 5% bonds, issued in July of 
his year to reimburse the treasury for 
ast capital expenditures and to pro- 
vide funds for additional expenditures, 
funded debt of $112,498,000 is less than 
half the total capitalization, standing 
to capital stock of $138,493,000 in a 
15-55 ratio. 

At 6% of gross revenues, or includ- 
ing interest on the new bond issue, at 
7%, net fixed charges are extraordi- 
narily low. This showing is perhaps 
favored to the extent that Wabash 
uses under trackage rights a propor- 
tionately large amount of mileage, but 
even including in fixed charges the net 
debit to joint facility rentals, ordinarily 
classed as an operating expense, net 
fixed charges will amount to but 9% of 
gross revenues. 

In the matter of the Government 
valuation, the Wabash has been less 
fortunate than a number of roads and 
no more so than a large number of 
others. Owned property was tenta- 
tively valued by the Interstate Com- 
merce Commission at about $107,000,- 
000 as of June 30, 1919. Brought down 
to date and including investments, etc., 
this figure would indicate a total value 
just about sufficient to cover bonds and 
preferred stock (assuming conversion 
of remaining preferred “B’’) at par, 
leaving nothing over for the common. 
As the Commission’s method of finding 
value is based upon 1914 wages and 
prices, whereas every Supreme Court 
decision as to the valuation of utilities 
has insisted with increased emphasis 
upon present day replacement costs, 
the findings as to the various railroads 
to date would seem to be only of use in 
a relative sense. As Wabash claims a 
value of $372,000,000 against a figure 

of about $150,000,000 representing the 
Commission’s finding brought down to 
date, it is perhaps good judgment to 
accept for the present the road’s book 
value which is just about midway be- 
tween the two claims and indicates a 
net worth for the common stock of $150 
a share. 


Physical Improvement Notable 


As there has been virtually no change 
in the company’s mileage, improvement 
has all been of an intensive nature. Of 
the 2,524 miles of first track operated, 
2,084 miles are owned, 73 leased and 
417 used under trackage agreements, 
over half of the latter being mileage of 
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the Grand Trunk between Detroit and 
Buffalo. The contract in respect of the 
latter mileage runs until 1940 and re- 
quires necessary additions be made by 
the Grand Trunk, although Wabash is 
about an 80% user of the facilities. 
Total track mileage of the Wabash in- 
cludes 530 miles of second and 13 miles 
of third main track, of which 339 miles 
of second track is owned. 

A great deal of work upon roadway 
has been accomplished in the matter of 
laying heavier rail (90 Ib. standard), 
ballasting, etc., and equipment has been 
tremendously improved. Thus on De- 
cember 31 last, the company made the 
following comparison with 1915: 


1915 1925 Increase 


Locomotives 589 682 16% 
Av. Tractive Power.. 30,201 lb. 38,747 Ib. 28 
Freight Cars ......... 17,073 24,011 41 
Average Capacity..... 78,532 lb. 82,767 Ib. 5 
Passenger Cars 410 378 *g 
Work Equipment..,... 555 827 49 


* Decrease. 


Equipment is consistently maintained 
at a high standard of efficiency and for 
some time the percentage of bad order 
units has bettered the average for all 
roads. On November 1, bad order lo- 
comotives were but 7.5% of the total 
on line and bad order cars 2.9%, com- 
pared with 8.6% and 2.8% respectively 
on November 1, 1925, and with 13.9% 
and 6.1% respectively for all roads on 
November 1 of this year. 

Adequate and modern equipment has 
naturally been a vital factor in develop- 
ment of fast freight business. Par- 
ticipation in automobile shipment is a 
pretty good test of the class of freight 
service rendered by any road and 


Wabash has been very successful in de- 
veloping this type of traffic, which made 
up over 5% of its total tonnage in 1925. 


Traffic Well Distributed 


A fairly large annual debit to car 
hire is a natural consequence of the 
road’s position as a bridge route, about 
60% of its traffic being received from 
connections against 40% originated on 
its own lines. With mileage in eight 
states and Canada and connecting di- 
rectly with over half of the important 
roads of the country—Eastern, South- 
ern and Western—it follows almost au-_ 
tomatically that Wabash has a well 
distributed traffic. In fact, it is nearly 
ideal and has improved steadily in re- 
cent years as follows: 


Commodity 1915 1925 
Prod. of Agriculture .... 20.69% 13.91% 
x Animals é 4.34 
«Mines 36.98 
“« Forest 6. 5.94 
Wig. DRC. 6 vidcesceds i 34.49 
Mdse. & L. C. L. 4.34 


100.00% 





The principal change in composition, 
therefore, has been towards even less 
dependence upon farm products and 
towards a larger percentage of manu- 
factured products, a highly profitabie 
transposition. The most important 
items at present from a tonnage stand- 
point are, of course, the bulk commodi- 
ties, coal 24%, and quarry products 8%. 
These are followed in order by petro- 
leum products, automobiles and timber, 
each over 5% of the total and com- 
manding a high-revenue return. Of 

(Please turn to page 476) 


The Passing of the Chicago, Milwaukee & St. Paul 


Going, going—gone! Master of Chancery Herbert Lundahl (left) “knocking down” the 

Chicago, Milwaukee and St. Paul Railway for $140,000,000 at the biggest auction sale 

ever held. Donald C. Swatland (center) and Robert T. Swaine (right), the successful 

bidders, immediately assigned their bid to the new owners, the Chicago, Milwaukee, St. 
Paul and Pacific Railway Company. 
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Unlisted Utility Preferreds 


Offer High Yields 


rious investments is the 

one characteristic need 
of the present-day investor. 
That such securities are not 
easy for the inexperienced 
investor to find is obvious. 
There are, of course, a num- 
ber of bonds that yield 6% 
and still retain large invest- 
ment merit. Industrial pre- 
ferred stocks of investment 
quality show still better 
yields than bonds, and re- 
main a very interesting 
field for the investor. Listed 
utility preferreds, however, 
are so few as to give the 
investor but little choice. 

In order to widen the 
scope of his opportunities, 
he ought to look into the 
preferred stocks that are 
traded in over-the-counter. 
The bulk of such unlisted 
preferred stocks are found 
among the public utilities, and of these, 
the greatest part is found among oper- 
ating subsidiaries. A clear majority 
of such preferred stocks are, therefore, 
not so well known to the average in- 
vestor. But if he seeks higher yields 
it is needful for him to enlarge his 
horizon. 

At a time such as 1921 when ex- 
cellent bonds were obtainable on an 
eight per cent basis, and when good 
listed preferred stocks yielded even 
more, the investor had no need to go 
out of the beaten track. The well- 
known securities offered him bargains 
enough. But as yields grow smaller 
and smaller, the need for resourceful- 
ness and enterprise on the part of 
the investor grows also. Over-the- 
counter markets, therefore, from hav- 
ing been merely interesting have be- 
come vital. 

It is not easy to state offhand how 
many utilities preferred stocks enjoy a 
good market, over-the-counter. About 
four hundred are actively quoted, and 
of these over three hundred show bid 
and ask prices very close to each other 
—in other words, give evidence of brisk 
trading. It would not be too much to 
say that two hundred utilities preferred 
stocks have some investment merit and 
a good market. 

In this imposing list of preferred 


St per cent on merito- 
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A Field for Investment Which Is Not in the Limelight 


By JOHN POMROY 








HE investor seeking for a better than aver- 

age income from securities will find the 
accompanying table of considerable value in 
aiding him to select his investments. 
prises a list of 22 attractive unlisted preferred 
stocks which have been rated as to desirability. 


It com- 





table with its twenty-two 
issues will reveal about 
half a dozen that are fairly 
well known. It will be 
noted that these issues— 
such as American Power 
and Light, are, in effect, 
either the preferred issues 
of holding companies, or of 
operating companies such 
as Southern California 
Edison, whose. scope is so 
wide, that they are classed 
instinctively by the investor 
with the great holding com- 
panies. But the great bulk 
of these preferreds are un- 
known outside a small circle 
of investors, and these are 
usually the securities of un- 
derlying operating subsidi- 
aries. 

The holding company 
came into its own for some 
such reason. It was almost 











stocks, few indeed yield as little as 
5%%, and were these better known 
their yield would be even less. Average 
yields for investment preferreds are 
around 6-644%, with a fair sprinkling 
of semi-speculative preferreds yielding 
from seven to eight per cent. These 
latter have not been considered in mak- 
ing up the accompanying table, which 
confines itself only to such issues as 
have investment merit. 
4 
Why Are These Issues Not Better 
Known? 


The intelligent, and above all, the 
cautious investor is usually not im- 
pressed by such a situation. He may 
plausibly argue that there are no eco- 
nomic miracles, and that no large class 
of investment is neglected without good 
reason. He will therefore argue that 
there must be some hidden defects in 
the situation, whether or not they are 
observed by him, 

It is this obvious, yet plausible ob- 
jection, that must be met whenever a 
new and neglected field for investment 
is presented to the securities buyer. In 
analyzing the market for unlisted pre- 
ferred stocks among the utilities, it 
is needful to go into the history of their 
financing. 

Careful study of the accompanying 





impossible for smaller oper- 
ating companies to raise any funds 
outside their own immediate territory, 
because they were not widely known. 
The large holding company, when it 
took these operating companies into 
its structure, made it easy to supply 
these subsidiaries with their capital re- 
quiremenis, since the wide fame of the 
holding company made its credit 
“knowable” to most investors. 

It is clear, then, that irrespective 
of investment merit, the operating 
companies enjoyed inferior markets for 
their securities, since their issues were 
small and locally known. This in turn 
impeded the market for such securities. 
A local broker would quote the market 
much as he pleased and the spread 
between bid and ask was such that a 
great deal of the return was cancelled 
by such losses in over-the-counter 
sales. 

It is this historical attitude towards 
these operating subsidiary preferred 
stocks that has led to present investor 
indifference to the market, resulting in 
yields out of line with the market. 
The result is a real investment op- 
portunity—the specialists quote a close 
market, yet the yields are high as a 
heritage of older historical conditions 
that no longer obtain. The interval 
in which the securities pass out of their 


(Please turn to page 490) 
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Representative Over-the-Counter 


Public Utility Preferred Stocks 





Company 
(@) 


Dividend Next Dividend 


Rate 


Date 


Call 
Price 


Earned 
Per Share 


Recent 
Price 


Yield 
% 


REMARKS 





Alabama Power 


$7.00 


Jan. 1 
Quarterly 


115 


$16.562 


110 


6.37 


Underlying corporation of Seutheast- 
ern Power & Light System. Making 
large gains. (A) 





American Gas & Electric 


6.00 


Feb. 1 
Quarterly 


110 


27.250 


98 


6.12 


Dividend requirements should soon be 
earned about five times. High quality. 
(B) 








American Power & Light 


6.00 


Jan. 1 
Quarterly 


115 


39.02 


98 


6.12 


Large holding company. An Electric 
Bond and Share supervised system, 
showing steady gains in earnings. (B) 





Cleveland Electric 
Illuminating 


6.00 


Mar. 1 
Quarterly 


38.00w 


5.53 


Serves Cleveland, Ohio and environs. 
Prime investment rank, solid growth. 
(A) 





Columbus Ry., Power & 
Light, First Pfd. 


6.00 


Jan. 1 
Quarterly 


~ 36.26s 


6.06 


Subsidiary of Continental Gas & Elec- 
tric Co. Serves Columbus, Ohio, and 
environs with power and traction. (A) 





Commonwealth Power 


6.00 


Feb. 1 
Quarterly 


13.732 


6.45 


Large holding co., whose subsidiaries 
are mainly in Ill., Ind., Mich. and 
Ohio, also Tenn, Elec. Power. Five 
years’ preferred earnings good. (A) 





Connecticut Lt. & Power 


7.00 


Mar. 1 
Quarterly 


16.857 


6.19 


Subsidiary United Gas Improvement 
Co., supplies light and power to 450,- 
00 pop. Steady gains for preferred 
in last 3 years. (A) 





Dayton Power & Lt. 


6.00 


Jan. 1 
Quarterly 


21.072 


5.94 


Subsidiary of Columbia Gas & Elec- 
tric Co. Serves Dayton and 90 smaller 
communities. Preferred has shown re- 
markable earnings gain. (A) 





Electric Bond & Share 


6.00 


Feb. 1 
Quarterly 


52.69v 


5.52 


Most important public utility invest- 
ment and supervisory corporation, 
Earnings tremendous. (A) 





Idaho Power 


7.00 


Feb. 1 
Quarterly 


23.00w 


6.73 


Electric power and light subsidiary. 
Hydro Co. showing slow gains in earn- 
ing power. May be important link in 
super-power plans. (A) 





Kansas Gas & Electric 


7.00 


Jan. 1 
Quarterly 


16.60w 


6.66 


American Power & Light subsidiary. 
Serves 220,000 in Kansas, includes 
Wichita. Net income increasing, but 
gross has shown decline. (A) 





National Power & Light 


7.00 


Jan. 1 
Quarterly 


31.51v 


6.66 


Holding co. earnings increased 20% 
this year. Has subsidiaries in Texas, 
Tennessee, Alabama, etc. Elec, Bond 
and Share affiliation. (A) 





Nebraska Power, First 


7.00 


Mar. 1 
Quarterly 


19.117 


American Power and Light subsidiary. 
Operations supervised by Elec. Bond & 
Share Co. Serves over 200,000 in 
Omaha area. (A) 





Ohio Power 


6.00 


Mar. 1 
Quarterly 


20.60w 


Am. Gas & Elec. subsidiary. Serves 
225 communities with pop. of 120,- 
000. Large industrial power sales. (A) 





Pacific Gas & Electric 


6.00 


Feb. 1 
Quarterly 


14.302 


Dominant hydro. producer in Central 
California. Serves 2.2 millions. Up- 
ward trend in earnings should soon be 
more pronounced. (A) 





Public Service Co. of 
Northern Illinois 


6.00 


Feb. 1 
Quarterly 


25.252 


Serves 1.25 millions in No. Illinois, 
outside Chicago. Pfd. dividends paid 
for 13 years. (B) : 





Southeastern Power 
& Light 


7.00 


Jan. 15 
Quarterly 


46.02s 


Holding co, controlling compact prop- 
erties, mainly in Tennessee and Geor- 
gia. Super-power development exten- 
sive. (A) 








Southern California 
Edison 


1.50 


Mar. 15 
Quarterly 


13.0078 


25 


6.00 


Third Hydro. Co, in U. 8S. A. Serves 
Los Angeles and environing counties. 
Pfd. dividends on all classes paid 
since issuance. (A) 





Southwestern Power 
& Light 


7.00 


Mar. 1 
Quarterly 


54.50w 


105 


6.66 


Holding company, in turn subsidiary 
of Am. Power & Light controls 
Texas Power and Light, Fort Worth 
Power & Light, etc. (A) 





Tennessee Electric 
Power, First 


6.00 


Jan. 1 
Quarterly 


12.95r 


92 


6.51 





Texas Power & Light 


7.00 


Feb. 1 
Quarterly 


115 


31.00w 


108 


6.48 





Toledo Edison “A” 


7.00 


Jan. 1 
Monthly 


110 


71.741 


105 


6.66 


Commonwealth Power subsidiary. Sup- 
plies important sections of Eastern 
Tennessee. Exceptional mining and 
industrial load. (A) 


Sub. of Southwestern P, & L. Does 
elec. light and power business in 130 
communities, Population 400,000. 
Steady earnings gains. (B) 








Cities Service subsidiary. Serves To- 
ledo and has 81,000 elec. customers. 
High-grade investment. (B) 








(G) All stocks cumulative. 
U—Yr. ending May 31, 1926. 








jor JANUARY 1, 1927 


TA—All classes first preferred on 1925 capitalization. 


Ratings—(A) Attractive for yield primarily. 
V—yYr. ending June 30, 1926. 


(B) Attractive for price 
W—Estimated for yr. ending Aug. 31, 19: 
TB—Adjusting 1925 shares to 1926 additions estimated. 


appreciation primarily, T—1925, 
. S—Yr. ending April 30, 1926, 
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The Complexity of Modern 
Investment Problems As Focused 
In the Investment Trust 


HERE has _ probably 

been as much prog- 

ress made in the 
development of American 
investment technique since 
the war as in any other 
field of endeavor. This has 
partly resulted from the 
very necessities of the time, 
but it may also be attri- 
buted to a growing sense 
of professional responsibil- 
ity among investment bank- 
ers, and, it is to be hoped, 
a larger measure of intel- 
ligent perception among investors. The 
following remarks are directed par- 
ticularly toward an explanation of cer- 
tain points of view which are being 
injected into institutional investment, 
but the force of these principles is 
also being recognized by astute and 
well-to-do individuals, as well as by 
investment counsellors. 

It is not intended here to discuss 
that “service intime”’ which so many 
enterprising banking and brokerage 
firms offer to their clients. Not the 
least interesting among latter day 
developments is the establishment of 
what might be called a “tailor made” 
investment service, which aims to take 
into consideration almost every per- 
tinent concern of each customer—his 
age, income, dependents, insurance, tax 
position, present investments, future 
plans, and so on. However well such 
“investment plans” may fit an indivi- 
dual’s needs at any one time, it must 
not Le forgotten that elaborate an- 
alyses of individual problems is of 
little use without that constant de- 
tailed supervision which is so often 
lacking. 


i? 


Variety of Investment Problems 


In any case the institutional, and 
in large measure the individual, in- 
vestor must pay more attention to ob- 
jective, as over against the purely sub- 
jective factors affecting investment 
policy. A greater understanding must 
be sought of the effects, upon market 
values and yields of contemplated in- 
vestments, of such factors as fluctuat- 
ing exchange rates and unstable cur- 
rencies, changing coefficients of risk, 
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by private investors. 
leading experts of the country on the subject. 


By LELAND REX ROBINSON 
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HIS review of certain aspects of the 
investment trust will be found interesting 
by officials of large institutional investors and 


o, 


ee ee ee ere 


business and credit cycles, the com- 
paratively advanced or retarded eco- 
nomic development of various countries, 
and the likelihood of political distur- 
bances or recurrent financial crises. 
No type of security, domestic or for- 
eign, is free from the direct or indirect 
effects of these and other circum- 
stances, and the war has, if anything, 
increased the complexity and variety 
of such problems. 

As indicating the widespread ap- 
preciation of these complex factors 
might be cited the present day insis- 


. tence upon diversification of invest- 


ments and upon the need of continuous 
and skillful supervision of any port- 
folio of securities. These two policies 
are, or should be, interdependent, for 
distribution of risk cannot of itself 
afford safety if investments are care- 
lessly chosen, while the very fact that 
holdings are widely diversified of it- 
self necessitates the greatest care in 
following the many markets, commodi- 
ties, and industries represented there- 
by. : 
One type of financial institution— 
the investment trust—has developed 
in post-war times in the United States 
as a means of practically applying, on 
a co-operative basis, the principles of 
diversification of which so much is 
heard these days. The investment trust 
is an agency by which the combined 
funds of many investors are spread 
among a variety of securities in such 
a way as to effect safety of principal 
through operation of the law of aver- 
age. Being purely an organization for 
the investment and reinvestment of 
its own capital, and being excluded 
from the ordinary activities of the 


Its author is one of the 
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- financing, operating, or 
holding company by reason 
of its consistent distribu- 
tion of investment risk, the 
investment trust, if it de- 
velops along sound lines in 
the United States, ought to 
stake out new standards of 
investment policy and by 
its intelligent leadership 
establish an investment 
technique fitting the needs 
of the times. For, unlike 
most other institutional in- 
vestors, it may operate 

with a singleness of aim and be guided 

only by the desire to make proper ac- 
counting, from the investment point 
of view, of the sums entrusted per- 
manently (through the sale of capital 
stock) or for a fixed period of years 

(through the sale of bonds of fixed 

maturity) to its charge. 

Savings banks’ trustees and life in- 
surance companies, for instance, are 
frequently subject to artificial legal 
restrictions designed rather to prevent 
overt mistakes in the investment of 
their funds than to encourage a truly 
wise investment policy. Railways, fire 
insurance, express companies, and 
other business undertakings, enjoy a 
somewhat greater freedom in_ the 
shaping of their institutional invest- 
ments, but must in the last analysis 
subordinate their investment policy to 
the needs of their principal business. 
For all these institutional investors, 
as well as the commercial banks, are 
facing commitments, preparing to meet 
liabilities, and to round out business 
programs quite alien to the investment 
trust, whose very reason for existence 
is the investing and reinvesting of its 
entire capital. 


Vigilance in Supervision Essential 


With these things in mind it is the 
more surprising that several American 
investment trusts have to this time 
emphasized distribution of risk among 
their holdings but given little or no 
thought to that vigilant supervision of 
investments which is the _ essential 
characteristic of any well conducted in- 
vestment trust. British institutions of 
this type have weathered the storms of 
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fifty years with, in many instances, 
handsome returns to their sharehold- 
ers largely because their managers and 
directors were alert to the shifting of 
the financial tides and ever mindful of 
|e seriousness of their responsibili- 
ties toward the investing public. It is 
only through studying the methods 
adopted by successful trusts in a never 
ceasing procession of placing, liquidat- 
ing, and re-aligning their investments, 
and through tracing the fundamental 
principles involved in this: continuous 
activity that we may hope to build up, 
by studying these co-operative agen- 
cies, a stronger body of investment 
principles. 

Investment trusts, like other invest- 
ors, both institutional and individual, 
ire compelled to take note of the fact 
that “eternal vigilance is the price of 
afety.” There is no security which 
vill not bear watching, and it is a 
iruism that, as someone has expressed 
it, “the gilt-edged investment of today 


may be a cause of great anxiety and. 


yvorry a year hence.” 

“The war, the political and economic 
upheavals, and, above all, the monetary 
instability,” to quote a _ well-known 
British writer, “have profoundly modi- 
fied the problem of the management of 
personal fortunes.” The man of fixed 
income “can no longer buy, as he was 
wont to do, with his eyes shut, fixed 
income securities and then 


put these securities into his portfolio 


and tear off the coupons when they 
mature without further troubling him- 
self. . . . The choice of securities 
has become an extremely complicated 
matter. It is not enough merely to 
choose well; it is also necessary, in or- 
der to obtain the maximum of return 
and of security for one’s capital, to fol- 
low day by day the modifications to 
which these securities are subject 
under the influence of different eco- 
nomic and political factors, ... 
to administer one’s portfolio and to 
make capital work. To do this suc- 
cessfully a most varied knowledge is 
required oo 


As to Profits 


Granted the obvious fact in this most 
uncertain of worlds that diversification 
of risk in itself is of comparatively lit- 
tle use if unaccompanied by continu- 
ous supervision of investments, and 
that such supervision is an essential 
condition of safety, the question sug- 
gests itself whether an investment 
trust has any other reason for main- 
taining constant guard over its hold- 
ings. The answer is that it has. The 
reason is that a properly equipped in- 
vestment trust should be able in the 
long run to realize substantial profits 
in the investment and reinvestment of 
its capital, and that these profits 


1 Quoted from The Economic Review, Septem- 
ber 1, 1926. 


Prices of FOREIGN Stocks in U.S. DOLLARS 
Indexes of Industrial Shares reduced fo gold values. 


should considerably outweigh any 
losses resulting from turnover. It is 
the balance of gains over losses which 


-accounts for the hidden strength of 


most Britsh investment trusts, and it 
would be a short-sighted institutional 
investor which did not at least count 
upon some such profits for the building 
up of its reserves and the consequent 
increase in its returns. 

The conception that there is another 
element in this business of investmen 
than the current return from interest 
and dividends—namely, business prof- 
its—is by no means new, but it has. 
been given new importance in post-war 
years. In fact, the most significant 
development in investment technique 
has been a growing conviction that the 
investment trust, or any other large- 
scale and properly equipped investor, 
constitutes no exception to the rule 
that any successfully run _ business 
should provide the market rate of in- 
terest on capital employed there—and 
further earnings resulting from the ex- 
ercise of managerial talent. 

The valuation which a myriad forces 
of demand and supply create for any 
security at a given time is as much the 
result of individual miscalculation as 
of objective analyses. If an invest- 
ment trust buys an undervalued se- 
curity and later disposes of it at a fig- 
ure representing the intrinsic value, it 
profits from the mistake or need of the 

(Please turn to page 468) 





Short Selling and the Money Rate 


How Short Selling Relieves Money Tension—Is the 





Loaning Rate an Index to the Future Course of Prices? 


one of the most difficult points in 

the technique of Wall Street prac- 
tice for the beginner to grasp, and 
many and justified are the jests about 
lady amateurs who insist on being told 
over and over again exactly how it is 
‘ possible to receive money for selling 
something one does not own, without 
gcing to jail for it. For this reason, 
no doubt, market declines are usually 
attributed to “raids by professionals,” 
while when, on the other hand, one is 
told that “the public is in the market,” 
one never has to ask, “On which side?” 
Yet there is nothing intrinsically 
abstruse about the theory of short- 
selling, although on closer examination 
it develops unsuspected complexities 
and ramifications. As has often been 
explained in these pages, the process is 
as follows: A trader, believing that a 
certain stock A is selling too high at 
$100 a share, and that it will eventu- 
ally decline to $80, say, instructs his 
broker to sell 100 shares for his ac- 
count, although at the time he owns 
none of the stock. The broker exe- 
cutes the order, and receives $10,000 
for the stock. At the same time the 
broker has entered into an engagement 
with another broker to deliver to him 
100 shares of A, before 2:15 p. m. the 
next day. If the selling broker’s client 
had owned the stock, 
nothing would be sim- 
pler; the broker would 
simply take the client’s 
stock and turn it over to 
the second broker to 
whom he had sold it. As 
it is, he has cash and no 


aes of tin set is undoubtedly 








would then return the 
full $10,000 which he had 
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borrowed. The trader would, there- 
fore, have made the difference between 
the $10,000 with which he was credited 
when he sold the stock at 100, and the 
$2,000 which it cost him to close the 
transaction by buying stock, or a profit 
of $2,000. 

Barring certain practical details, 
such as commissions and taxes, and the 
fact that loans may not always be 
100% of the current price of the stock 
berrowed, the above summarizes what 
actually happens in short selling. 


Meaning of “Loaning Rates” 


Now it is clear that if many people 
are acting at the same time on the 
supposition that A will decline, that is, 
are selling short, and if their brokers 
are kept busy scurrying around for 
other brokers who own stock and are 
able to lend it to them to enable them 
to meet the obligation to deliver which 
they assumed when they sold the stock, 
the brokers of the selling clients, own- 
ing cash and owing stocks, will be at 
a certain disadvantage in bargaining 
with the brokers who have stock to 
lend and want to borrow money. Tne 
first set of brokers will have to have 
steck, while the second may be able to 
get their money from other sources, 
such as pledging it with a bank as coi- 








Table I. Loaning Rates of Selected 
N. Y. S. E. Stocks on Dec. 15, 1926 





stock, with a liability to Mame % Namo 
nod eaten 2 fon Allied Chemical ............. 5 Hudson Motor ....... 
another broker A or Am, Smelting & Refining.... 5 Jones Bros, Tea...... 
shares to be delivered. am. Brake | ae Fiat Lehigh Valley Sescaawiee 
. RE GE pa ccecccencssss ack Trucks ......... 
If he could find some American Locomotive ........ 4 Marine ptd. ....0.... 
third broker who had 100 Amerioan Sugar. faeoanbewss : Missouri Pacific ...... 
: mer. Tel. i csnescaa ccc BOR sci doseusae eae 
shares of A which he was Am. Tobacco .............:+ Flat Natl. Cloak & Suit.... 
willing to let him have, Am. Woolen sgateseeessseess mn t Mati. D. Produots. ... 
s,s m, Woolen pfd............. at atl. See 
on condition that the sell- Anaconda Copper ............ 5 New York Central.... 
ing broker lend him the Armour RMB sca cccconsae Flat Northern Pacific ..... 
°. BOMBER ccccsvecsccccscseees 4 -Pan American Petrol... 
equivalent amount of Baldwin Locomotive ......... 4 Pennsylvania ........ 
cash, he would obtain Baltimore & Ohie ueauwher es ‘ Reading | REEL Goa iess 
. * ethlehom Steel ............ WAGS BIMS .ocescess 
stock with which to make Brown Boveri ....0020ccccoee Flat Sears-Roeb. .......... 
delivery the next day, Bkiyn-Manhat. Transit eee ‘ Simmons o., RO Sas 
: esapeake eee oss-Sheffield ........ 
and owe the third broker eer 5 Southern Pacific ..... 
stock against which he Chic. Pneu. Tool............. Flat a oping Sema 
Chic. & East Illinois......... Flat tandard Oil of Calif. 
had advanced the latter Chic., Mil. & St. Paul....... Flat | Studebaker .......... 
money. Should the stock Chic., R. I, & Pacific........ 4 v. 8. Cast Iron Pipe 
j ME GaNGAss66. aosvedes 4 oe oe 
act as the client expected Continental Can ............. 4 United Drug ......... 
and go down to $80, the Cuba Cane Sug. com. & pf...Flat United, ee 
= i See ea Flat . 8. Ind, Alcohol... . 
latter would buy in 100 Cnyamel Fruit ....cccscccsces Flat U. 8S. Rubber......... 
shares costing $8,000. Davison Chemical ........... 5 U. 8. Steel... .0. 
turn in the stock to his Jordan Motors .............. Flat a. Caro, Chem. com. 
Devoe & Raynolds A......... Flat Va. Caro, Chem. pfd 
own broker, who would tgdiapaaane per rte a Ward Baking ee 
then deliver it to the ‘. Famous Players ...........+ estern Union ....... 
l di brok > MUNINOIN® 534s sea d2cches Flat Weber & Heilbroner.. 
ending broker, who General Electric ............ 5 Woolworth ........... 
Gimbel Bros. ..............: Fiat 


lateral. This much is obvious, of course, 

When it happens that many people 
are selling short, and their brokers are 
consequently anxious to get stock, they 
will bid high for the loan of stock. 
They will offer inducements to the 
stock-lending brokers, by lending them 
money at a lower rate of interest than 
they would have to pay at a bank. 
They may even let them have the 
money without charging them interest 
at all, if they are sufficiently anxious 
to borrow the stock, in which case the 
stock is said to be “loaning flat’; 9 
they may even go so far, in exceptiona! 
cases, offer to pay the broker who ha: 
stock to lend, in addition to lending 
him money without interest, in which 
case the stock is said to be loaning “ai 
a premium.” Of course, the loanin; 
rate would not be likely to rise above 
the current call money rate, because 
there would be no reason whatever for 
the broker with stock to lend to pay a 
higher rate of interest to the broke» 
who wanted to borrow stock from him 
than he would have to pay if he bor. 
rowed against the stock as collatera! 
although in times of great disturbance 
this rule might not hold. 

It is clear, therefore, that the loan- 
ing rates on stocks, or the rate of in- 
terest which brokers who borrow these 
stocks are willing to accept for the 
money which they loan 
| return, depend on the 
current call money rate. 
In the first place, as we 
have seen the latter sets 
a maximum figure above 
which the loaning rate 
will not ordinarily rise. 


i" In the accompanying 
oe Sanat table is given a list of 
oy . stocks traded in on the 
ae = New York Stock Ex- 
setnes 4 change and their loaning 
anes ee rates as of the morning 
eee. Flat of December 15, 1926. It 
Mite: will be seen that the 
Se aeeee 4 rates vary between 
Reet ‘ “flat,” meaning 0, and 
<a 4 5%, and, in fact, the cal! 
oceusocee money rate on December 
eee Flat 15 did range between 
ene 4% and 5%. 

Sai 4 

Ppa ; How Short Selling In 
oe ae fluences the Money 
Sassen Fiat Market 

Simeone at 

aa ewan Flat 

setae : But there is a further 
ae : 1. 
a 5 connection between sel! 
seeeees or ing short, which is one of 
RE the great factors in- 
se eeeee ta fluencing the loaning 
an rate, and the money mar- 


ket. It is a familiar 
fact that when a bull 
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market has been under way for some 
time, it begins to attract a more 
numerous, and, at the same time, on 
the average, a less wealthy class of 
buyers, and that as it approaches its 
peak, the people who buy at the top in 
the hectic two- and three-million-share 
days are apt to be quite small folk, 
speculating on margin. 

Now, every time a man buys 100 
shares of A stock at 100, and puts up 
15 points of margin, it means that the 
broker has to find somewhere, out of 
his own capital or from the banks, the 
additional 85 points to lend his client. 
If this keeps on very long and on a 
large scale, the brokers’ own resources 
and the resources of the lending banks 
will be dangerously strained. 

Now, if an excess of buying produces 
ension in the money market, we should 
expect a great volume of 


sharp decline in the market due to 
actual liquidation by investors and one 
due to short selling by speculators. In 
the former case, money is apt to be 
actually tighter as a result of the with- 
drawal of funds from the money mar- 
ket by investors; in the latter, money 
may be expected to show signs of ease, 
because the money realized from the 
sale of securities is left in the money 
market to be loaned out. 


What Do Loan Rates Indicate? 


The question may now be asked, Does 
a low loaning rate, or flat loaning, in 
the case of any individual stock or the 
market as a whole, indicate that short 
selling is rampant in that stock or in 
the market, and if so, does that neces- 
sarily mean that a large short specu- 


advantage of a small difference in price 
in the two markets; he will be “short” 
and have to borrow in the market to 
which he has sold, although he knows 
that in time his certificates will come 
in from the market from which he has 
bought. 

Short selling is, therefore, not al- 
ways the same thing as speculating for 
a decline in price, and so we cannot 
answer the second question with a defi- 
nite “yes,” although it may be true at 
a given time that most of the short 
selling is being done from purely specu- 
lative motives, as in our first illustra-- 
tion. 

But we cannot also say definitely 
that the loaning rate measures the in- 
tensity of short selling. In the ac- 
companying list of loaning rates, there 
will be found a number of stocks loan- 
ing “flat” which have had 
a great decline last year, 





selling to relieve the ten- — 
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sion, and very rightly. 
Coming back to our first 
example, the broker whose 
client sold 100 shares of 
\ short at 100 has $10,- 
000 to lend some other 
broker who may happen to 
need money. It may be ob- 
jected, that every sale im- 
plies a purchase, and that 
whoever it was’ that 
bought the 100 shares 
from the trader who sold 
short would have to be 
financed somehow. If the 
buyer put up 15 points, or 
$1,500, the market as a 


FORECAST NUMBER 


HE next issue will contain a forecast of 
the position of the following groups: 
Railroad, Public Utility, Mining, Petroleum, 
Steel, Automobile, Tire, Railroad Equipment, 
Farm Equipment, Electrical Equipment, Sugar 


and Textiles. 


and are selling close to 
their lowest prices of 1926. 
Such are, for instance, the 
following: 

Closin 


High Low Dec. 15, 
1926 1926 1926 
Chicago, Mil., 
& St. Paul. 14 8% 
Cuyamel Fruit 51 32 
Jordan Motors 66 12 
Devoe & Ray- 
nolds, A... 104% 31 
Foundation Co. 17934 75% 
Gimbel Bros.. 78% 41% 


Now, in the case of 
many of these stocks, after 
they have declined so far, 
it would not be reasonable 





to believe that there was 





whole would have gained 
$10,000 in money available 
for loans and lost $8,500, a net gain of 
$1,500 in lending capacity as a result 
of the short sale. 

If the stock had been sold, not by a 
trader as a short sale, but as an ordi- 
nary liquidation of stock by an investor 
who wanted the $10,000 to buy a house 
with or to put back into his business, 
the call money market would have lost 
the $10,000, and would have been under 
the burden of borrowing $8,500 to 
finance the purchase of the stock on a 
15 point margin. 

It will be seen, then, that short sell- 
ing helps relieve financial strain by 
compelling the money raised by the 
sale of stock to stay in the market, 
where it may be turned over again and 
again. For instance, the broker who 
loaned the stock and borrowed the 
$10,000 may have wanted it to help 
finance further purchases, and if he is 
able to borrow from the banks on a 
15 point margin, in his turn, he might 
be able to finance the purchase of, say, 
roughly $70,000 worth of stock. If 
this stock were sold to him by someone 
else who was selling short, this other 
person would have $70,000 to lend to 
still another broker who might be want- 
ing to borrow money and lend stock, and 
so finance the purchase, on a 15 point 
margin, of $480,000 worth of stock. 
And so on, the more short sellers there 
were in the market, the more the ten- 
sion of the demand for money due to 
the necessity of financing purchases 
would be lessened. 

This marks. the difference between a 
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lative position is being built up by 
traders who will have to buy back, 
sooner or later, the stocks which they 
have sold, thus providing a measure of 
support if not actually putting prices 
up? If we could answer “yes” to both 
questions, we should have a very valu- 
able market guide. 

Unfortunately, there are many “ifs” 
and “buts” involved in any careful an- 
swer to both questions. Short selling 
is not always due to speculation in the 
hope of a lower price. If an investor 
in Portland, Ore., holding 100 shares 
of A stock, gives an order to sell at 
100 to his New York broker, and mails 
him the stock certificates which he owns 
the same day, it may take five or six 
days for the stock to reach New York. 
In the meantime his broker has to exe- 
cute the order at once, and if he is 
trading the “regular way,” he will have 
to make delivery the following day. 
In order to do this, he must borrow 
stock to deliver, and so is technically 
“short,” although no speculation is in- 
volved, as he knows he will get the 
certificates from his customer in a few 
days by mail, and will then be able to 
return the stock to the broker from 
whom he has borrowed it and get back 
from him the cash to remit to his cus- 
tomer. 


Short Sales Without Speculation 
A broker may also be short without 


speculating when he is buying in one 
market and selling _in another to take 


a large and aggressive 
short interest which could in any way 
be depended upon to support prices, 
which would be the only practical con- 
clusion to be derived from a study of 
loaning rates as a market guide. 

It would seem far more likely that 
some of these stocks have fallen so far 
that they excite little speculative in- 
terest any more, and that consequently 
there is no great demand by buyers for 
money; in other words, that they have 
drifted into the hands of strong hold- 
ers, who either have bought them out- 
right, and therefore do not need money 
to finance their purchase, or are other- 
wise financially strong enough te be 
prepared to hold for a long time, or 
else stocks may have to be held outright 
because they are not acceptable as col- 
lateral. In such cases, even if only 
a little stock were wanted for borrowing 
by brokers, the fact that the owners of 
the stock are not seeking for money to 
borrow would put them in a strong 
position, just as much as if the brokers 
who borrowed the stock had a large 
amount of short selling to cover and 
were anxious to borrow stock, even if 
it were necessary to lend money with- 
out interest, or “flat,” in order to obtain 
it: 

In different cases there may be other 
explanations, but it does seem true that 
a low or zero loaning rate does not 
necessarily indicate the existence of a 
large speculative short interest, al- 
though an aggressive short interest 
might be very likely to cause a low 
loaning rate. 
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Westinghouse Elec. & Mfg. Co. 








Why Is W X Stock Sluggish? 


Comparing General Electric with Westinghouse—Margin of 
Profit—The Participating Preferred—Outlook for Common 


EXT to General Electric the larg- 
est factor in the electrical trade, 
Westinghouse Electric & Manu- 

facturing Company makes almost 
everything electrical from the heaviest 
hydro-electric and railroad equipment 
to the smallest electric light bulb. Be- 
cause business is derived from so many 
‘different sources, so many different in- 
dustries, profit risks are sufficiently 
‘distributed as to give the company’s 
‘securities an investment flavor. ¥or 
the past decade stockholders ‘never 
ave had occasion to worry in the deast 
about the safety of the dividend on the 
common. 

Compared with General Electric, 
however, the stock has been a disap- 
pointing speculation. From 1922 to 
1926 General Electric appreciated from 
a low of 1386 to a high of 386% (old 
stock) while Westinghouse appreciated 
from 49% to 79%, a gain of but 30%, 
or 60%, compared with a gain of 250%, 
or 184% for General Electric. There 
must be a reason for the better be- 
havior of the shares of the larger com- 
pany. 

Probably it is because General Elec- 
tric has financed more largely from 
earnings and Westinghouse has 
financed more largely from new capital 
issues, for the sales volume of General 
Electric has not gained more rapidly 
than the sales volume of Westinghouse. 
The latter now has almost one dollar of 
capitalization (stock and bonds) out- 
standing for each dollar of annual sales 
volume. For the past few years capi- 
talization has been growing faster than 
sales. As soon as this trend is ar- 
rested the stock probably will do better. 

Another element worth observing is 
that profits available for dividends (in 
dollars) have been smaller in each of 
the past two fiscal years in spite of the 


465,685. 
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fact that sales have shown moderate 
increases. As a consequence of the 
smaller margin of profit and the larger 
capitalization per share earnings, as 
shown in the table, have dropped from 
$8.98 in 1924 to $6.47 in 1925 and to 
$5.96 in 1926. In the fiscal period to 
end March 31, 1927, however, it seems 
probable that there will be a gain in 
per share earnings over the previous 
12 months. In the four months ended 
July 31, 1926, Westinghouse earned 
$2.31 a share on the common, or at the 
annual rate of $6.93 a share, and the 
final months of the period well may be 
better than the first third. 

It is only fair to observe that West- 
inghouse for the past two years has 
not been enjoying the full benefits of 
certain capital expenditures which now 
are making themselves felt in the in- 
come account, and also that the refund- 
ing of $30,000,000 of 7% bonds into a 
5% issue last summer adds to the earn- 
ing power of the common. Indeed, 
some of the influences which have been 
retarding the stock in late years are 
beginning to pass out of the picture and 
the showing for the current fiscal period 
promises to be much more inspiring 
than the two most recent annual re- 
ports. 

After giving effect to the refinancing 
mentioned, the balance sheet at the end 
of July showed $132,822,777 current as- 
sets against $20,357,092 current liabili- 
ties or a net working capital of $112,- 
This compares with a net 
working capital of $118,904,048 at the 
end of March, $121,905,652 at the end 
of March, 1925, and $127,478,987 at the 
end of March, 1924. The trend in work- 
ing capital may be one reason why the 
directors have followed a conservative 
dividend policy. The present $4 rate 
on the stock has been in force since 


1919, the only change sinee then being 
through a 10% stock dividend paid in 
1924. 

Although not secured by a mortgage 
the new 20-year 5% bonds, due in 1946, 
issued last summer, obviously are en- 
titled to the highest rating as an indus- 
trial issue. The issue, which is junior 
only to $5,990,000 of subsidiary obliga- 
tions, is callable only in lots of $10,- 
000,000 at 105 for the next ten years. 
The current price is around 102, afford- 
ing a yield of just under 5%. 

The 7% cumulative participating pre- 
ferred stock, which participates equally 
with the common in all dividends, cash 
or stock, paid after $3.50 a share has 
been paid on the junior issue in any 
one year, usually sells at a premium of 
a few points over the common. It ‘is 
not callable and not convertible. The 
preferred is very closely held for in- 
vestment, and because of the smallness 
of the issue, $3,998,700, is quite inac- 
tive. Naturally it is entitled to a better 
investment rating than the common, 
and it has the advantage of enjoying 
all the benefits enjoyed by the common 
as far as participation in extra divi- 
dends and rights is concerned. 

The common is a slow mover. The 
floating supply of stock seems to be 
rather large, especially when market 
efforts are made in it. Up to the pres- 
ent time it has been a discouraging 
stock to “bull.” At around 69 it offers 
a return of only a little more than 
5.7%. This is not a large yield but 
sometime during the next few years it 
is quite likely that stockholders will 
receive more than $4 per annum. Per- 
haps an opportunity to buy it at a more 
advantageous price will be afforded be- 
fore this time arrives, but as a long- 
range possibility, Westinghouse will 
merit consideration. 




















The Growth of Westinghouse Electric 
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"Merch 81 Billed Dividends — Capital” High Low 
| FREI $99,722,026 $5,837,389 $3.90+ $85,352,001 65% 49% | 
ats tas cie 125,116,115 12,263,486 8.19+ 90,286,742 67% 52% Cs 
Eee 154,412,918 16,125,302 8.98+ 127,478,987t 71 551% 
DM sdalctumbaciess 157,880,292 15,324,364. 6.47 121,905,652 84 64 | 
i ie 166,006,801 14,122,001 5.96 118,904,048 79% 65 





financing through sale of stock. 


*Calendar years. tOn stock outstanding before 10% stock dividend and sale of 20% additional stock to shareholders. 


FIncrease due to 
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General American Tank Car Corp. 





An Undervalued Industrial Stock 


Sound Investment Values Behind General American Tank— 


Will the Preferred Be Called ?—Common’s Dividend Outlook 


Recent History of General American Tank Car 


By GALE WENTWORTH 











Net for 
Dividends 


Working 
Capita) 


Earned on 
Commont 


———Common Stock———_, 
High Low 





$1,154,614 


$3.19 $6,966,320 


59% 39% 





1,521,795 


4.03 8,734,153 


80 45% 





1,818,256 


4.66 9,306,637 


1% 381% 





2,046,999 


5.61 10,378,242 


53 35% 





2,003,956 


4.63 9,302,122 


60 44% 





2,378,000* 


6.00* Not Available 


39 





*Based on official estimates. {Dividend rate has been $3.00 per annum throughout period. 








ENERAL American Tank Car is 

y the largest manufacturer of tank 

~" ears in the world, is one of the 
four or five most important manufac- 
turers of other kinds of freight cars, 
and leases to users some 11,000 tank 
cars on a rental basis. In view of its 
importance as a manufacturer and of 
its ownership of equipment with a 
market value of at least ($1,700 per 
car) $18,700,000, capitalization is con- 
servative. About $9,650,000 of equip- 
ment trust obligations and 79,512 shares 
of 7% cumulative preferred stock of 
$100 par value is outstanding ahead of 
the 808,570 shares of common of no 
par value which have been paying regu- 
lar semi-annual dividends at the annual 
rate of $3 a share since 1920. 

As the tabulation shows, earnings 
have been showing a fairly regular in- 
crease. There has not, however, been 
any change worth mentioning in the 
number of common shares outstanding 
since the 800% stock dividend in 1920, 
and recently charges ahead of the com- 
mon have been whittled down through 
retirement of preferred stock and re- 
funding operations. It is officially 
stated that earnings in 1926 have been 
more than double common dividend re- 
quirements and that the outlook for 
1927 is for a further increase in profits. 
These things show that Wall Street 
gossip about a higher dividend rate, a 
stock dividend, or extra cash dividends 
on the issue cannot be dismissed as all 
out of reason. 


Earnings Stable 


The nature of the company’s busi- 
for JANUARY 1, 1927 








sth teeentiaiiadiaineel 


ness is such as to assure a regular in- 
come. Profits can be influenced, of 
course, by waves of buying in the “roll- 
ing stock” market and by the percent- 
age of activity of the cars owned for 
leasing purposes; but it is difficult to 
imagine a situation which would lead 
to an unprofitable year, or even to a 
year in which the company would 
not earn interest charges, preferred 
dividends and something for the com- 
mon. 

The current market price of new 
tank cars is a little over $2,000 each. 
At the end of last year, the balance 
sheet valuation of General American’s 
cars was about $1,500 each. This con- 
servative book appraisal gives some 
idea. of the- possible: undervaluation’ of 
the company’s unencumbered plants 
which were carried in the same docu- 
ment at $5,925,147. Cash holdings were 
$2,560,747 against $2,160,832 inven- 
tories and $2,458,332 total current lia- 
bilities. The no par value common 
stock was carried at $14,266,930 against 
$10,492,573 at the end of 1920 directly 
after payment of the most recent stock 
dividend. . 

This company’s 7% cumulative pre- 
ferred stock, now selling around 105 to 
yield 6.7%, is callable at 110. In view 
of the security of the dividend and the 
asset protection (discussed above), it 
must be regarded as a high grade in- 
vestment and as selling at a very rea- 
sonable price. While there has been no 
discussion of the possibility recently, 
there is a chance that it may be called, 
for the company could refund the pre- 
ferred, no doubt, into an obligation in- 
volving a smaller charge ahead of the 


common. Funds to retire the preferred 
also probably could be obtaining through 
the sale of additional common to stock- 
holders. ° 

The common stock, as the table in- 
dicates, has fluctuated quite broadly in 
the market, the average spread between 
the high and low during the past six 
years being nearly 23 points. Such ir- 
regular market habits have been in- 
spired by the possibility of further 
benefits to stockholders in the line of 
extras, dividend increases, stock divi- 
dends and rights, and by a relatively 
small floating supply in the Street. The 
current price, around 50, is only 15 
points above the 1924 low. The issue 
has sold above this level in each year 
since the 300% stock dividend in 1920. 
In the 1922 bull market it sold prac- 
tically 30 points higher. -On precedent 
and reason it is in a buying range 
rather than in a selling range at pres- 
ent. 


Outlook for Earnings 


The common dividend was earned 
twice over in 1926 in spite of indiffer- 
ent conditions in the car building trade. 
With a better demand for all kinds of 
rolling stock in 1927, something quite 
clearly in prospect, more than $6 a 
share should be returned. So far as one 
can see now, there is unlikely to be any 
year in the near future when profits 
will be less than in 1921 when the net 
was $3.19 a share. A 6% return ona 
stock with such dependable earning 
power is highly satisfactory, especially 
when the prevailing dividend rate is 
not the maximum anticipation. 
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‘A Stock Whose Worth Has Not 
Been Fully Appreciated 


A Conservative Speculation of Proven Merit 





By SIDNEY BARRINGTON 








= in the minority interest in 





S the summary ac- Jf 
companying this 
analysis shows, 

American Steel Foundries 
comon stock has been a 
pretty good issue to own 
for the past seven years. 
It may not have provided 


much market excitement, 1919 .. 
but appreciation has been 1920 .. 
consistent and large 1921 .. 
enough to satisfy any con- 1922 .. 
servative speculator. This 1923 .. 
summary, it will be noted, 1924 .. 
assumes that the investor 1925 .. 
bought the stock at the 1926 
1919 high and kept all i 
even shares received as 

stock dividends. It shows Total . 
that an investment of Scrip 


$4,700 has appreciated to 
$7,785 at present, and that 
in the meantime has 
yielded $3,107, or about 
$444 per annum, in cash 
dividends. This is an ade- 
quate introduction to a 
stock now selling around 
45 to make its $3.00 cash 
dividend yield 6.7%, no 
mean return. 

In the first nine months 
of 1926, after dividends 
on the 87,131 shares of 
7% cumulative preferred 
of $100 par value (the 
company has no funded 
debt) American Steel Foundries 
earned $3.87 a share on the 902,745 
shares of common of no par value. For 
the full year, it is estimated, net prof- 
its will be about $4.85 a share com- 
pared with $4.88 a share in 1925 and 
with $4.22 a share on a much smaller 
common capitalization in 1924. The 
management regards the present out- 
look as excellent, and the trend in the 
railroad equipment industry bears out 
this view. 

The company manufactures railway 
and locomotive specialties such as cast 
steel car truck frames, bolsters, car 
wheels, draft arms, couplers, coupler 
yokes, brake beams and springs, and 
has a preferred stock interest in a 
company making automobile springs. 
During the years. in which the rail- 
reads have been buying sparingly of 
the makers of new cars and locomo- 
tives, American Steel Foundries has 
been profiting from a larger demand 
for parts for car and locomotive repair 
work. For this reason the trend in 
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Total 





Cash Received 


Gross Profit (Dividends and appreciation) 


Appreciation in American Steel Foundries 


100 shares common bought at 47, 1919 high.......... 
Cash Dividends Stock Dividends 
Soe AtGiskaceewae $216.00 None 
Sars area ere 309.007 18% 
re re 354.00 None 
Laci meeeweekeeeinc 354.007 18% 
PEE EMSOeNnoeeaeRes 417.00 None 
SSE Fa SEMEN SEER SES 417.00 None 
Rey ey 468.00} 25% 
upsihessebeweaes 519.00 None 
on ew eeeeeisee $3054.00 73 shares 
Uebeseesseeeeee 53.00F and scrip 
worth about 
eects $3107 


173 shares at current price around 45............... 
Cash Received 


ee 2 er 


+Scrip (less than full shares) received as stock dividends 
on stock owned: 74/100 in 1920, 24/100 in 1922 and 75/100 in 
1925. {The five for four recapitalization in 1925 is treated 
asa = stock dividend, although it really was an exchange 
of sto 


earnings has been much better than 
the trend for such companies as Bald- 
win, American Locomotive and Ameri- 
can Car & Foundry. Now that these 
other companies are doing a _ better 
business, American Steel Foundries is 
doing better, too. In the past earnings 
always have been largest when the 
whole equipment industry has been 
active. Shipments, for instance, ag- 
gregated 828,701 tons in the good 
equipment year of 1923 and dropped to 
658,554 tons in 1924 and to 638,843 
tons in 1925. 

Like most of the equipment organiza- 
tions, American Steel Foundries is rich 
in cash assets. Holdings of cash and 
U. S. government securities at the end 
of 1925 aggregated over $11,000,000 
compared with $6,040,000 inventories 
and with $3,177,833 total current lia- 
bilities. The balance sheet showed no 
bank loans and no funded debt. Al- 
though net working capital at $18,208,- 
000 was not as large as at $22,096,000 
at the end of 1924, due to a reduction 





53 at low price. 


ed 
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subsidiary companies, 
liquid assets were more 
than adequate for the 
needs of the business. 

If 1927 turns out to be 
as good an equipment year 
as now seems to be prom- 
ised, there is more than a 
possibility that common 
stockholders will benefit in 
a substantial way from 
the company’s increased 
prosperity. 

The company has been 
gradually reducing the 
amount of preferred stock 
outstanding through the 
operations of a sinking 
fund requiring the retire- 
ment of 1% of the out- 
standing issue each year, 
but it would not be sur- 





$7785 prising if the elimination 
$3107 of the only capital obliga- 
$10892 tion outstanding ahead of 
$6192 the common soon became 


more rapid. The preferred 
is callable in whole or in 
part at 110 on 30 days’ 
notice. It could be elimi- 
nated from cash assets at 
present, and unquestion- 
ably could be funded into 
a debenture issue carrying 
a 5% coupon rate. Just 
now it is selling close to 
the call price. While it is a high grade 
investment issue, it does not have any 
great possibilities of further apprecia- 
tion and is in danger of being called. 
The common is a mildly active issue 
in ‘the high grade semi-investment 
class. The yield of 6.7% offered by the 
shares is decidedly more liberal than 
that offered by most stocks of equal 
investment merit. There can be no 
question, at least for the next few 
years, regarding the safety of the divi- 
dend; and in all probability the time 
is not far off when the common will be 
the only capital liability of the com- 
pany. In a good year it might easily 
have an earning power double presen‘ 
ecmmon dividend requirements, and 
such earnings quite likely would mean 
more than $3 a share in dividends. 
American Steel Foundries common 
at current prices has a definite appeal 
as a conservative speculation of proved 
merit. Its yield of 6.7% is attractive 
especially as the dividend is likely to be 
increased within a year or two. 
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SOLVING THE CRUCIAL IN- 
VESTMENT PROBLEM 
OF TODAY 


(Continued from page 410) 





ceded by $19,072,000 secured notes, 
due August 1, 1930, and $61,448,800 
first and refunding 5s, due January 1, 
1947.. As indicated, in the normal 
course of business maturing note obli- 
gations must be met before mortgage 
bonds fall due. 634% notes followed 
by preferred and common stocks have 
present market valuation, in the aggre- 
gate, of approximately $116,650,000. 
Average annual earnings in four-year 
period ended December 31, 1925, appli- 
cable to 64% note interest, over 6 
times requirements; nearly 6% times in 
first six months of 1926. 





Brooklyn, Manhattan Transit Cor. Rapid 
Transit Security S. F. 6s Series “A,” due 
July 1, 1968—Price, 98; Yield, 62%— 
Senior obligation of holding company 
controlling, through ownership of all 
or majority capital stock, companies 
furnishing a great proportion of rapid 
transit facilities to the Borough of 
Brooklyn, including subway, elevated 
and trolley lines, operations extending 
to Manhattan. Brooklyn Manhattan 
Transit also holds entire capital stock 
of Williamsburgh Power Plant Corp. 
producing and distributing power to 
various operating companies. Bonds 
authorized $250,000,000; $92,543,500 
outstanding. Secured by pledge of $93,- 
352,000 New York Rapid Transit Corp. 
(main subsidiary) refunding 5s July 1, 
1968; $17,885,600 Williamsburgh Power 
Plant general 5s of 1968; 266,818 
shares capital stock of N. Y. Rapid 
Transit Corp.; 10,000 shares Williams- 
burgh P. P. capital stock. Annual 
sinking fund purchases, or calls by lot, 
two-thirds of 1% of maximum bonds 
at any time outstanding at not over 
105%. Equity junior to bonds, repre- 
sented by preferred and common stocks, 
has present market valuation of about 
$80,500,000. Average annual income 
in three-year period to June 30, 1926, 
nearly 1.9 times interest; over 2 times 
in the later period. Brooklyn Manhat- 
tan Transit holds strategic position in 
possible unification of all transit facili- 
ties in city of New York. 














Preferred Stocks 


American Sugar Refining Co. 7% Cumu- 
lative Preferred—Price, 109; Yield, 6.4%— 
Continuous dividends at full rate since 
incorporation in 1891. Earnings af- 
fected by demoralization in raw sugar 
market following World War, and 
frozen credits. Preferred dividends 
not wholly earned in 1921 and 1924, 
but liquid position sufficiently strong to 
maintain payments. Adequate supply 
of raw sugar and greater stability of 
prices reflected in greatly improved 
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financial condition, and gradual upward 
tendency in earnings. Stock regaining 
former investment position, and de- 
sirable for income and gradual enhance- 
ment. 





International Paper Co. 7% Cumulative 
Preferred Stock—Price, 98; Yield, 7.14%— 
Senior stock issue created in early 1925. 
Earnings in three years ended Dec. 31, 
1925, averaged $10.25 per share pre- 
ferred stock now outstanding. Activi- 
ties of management in late years in 
pursuing vigorous expansion policy 








. with a view to offsetting Canadian 


competition and lowering cost of pro- 
duction, together with huge investments 
in water power development projects, 
renders of little value comparison 
highly favorable potential earning 
power with results in former years. 
Returns from large capital outlays in 
past few years will begin to appear in 
1927. Large equity for stock and divi- 
dends amply protected. Shares desir- 
able for income and profit. 





Kansas City Southern Railway 4% _ Non- 
Cumulative Preferred—Price, 66; Yield, 
6.06%—Dividends paid regularly since 
1907, and earned in every year except 
1919. Average earnings five-year peri- 
od through 1925, $10.16 a share pre- 
ferred stock; $11.50 estimated for cur- 
rent year. Company operates 865 
miles of shortest route from Kansas 
City to Gulf of Mexico; practically all 
main line. Property in high state of 
operating efficiency. Consummation of 
plan to co-ordinate operations with 
Missouri, Kansas & Texas and St. 
Louis Southwestern would benefit earn- 
ings. Road comfortably situated as to 
funded debt maturities. Established 
power and prospects of future growth 
places stock in favorable investment 
position. Income yield attractive. 














St. Louis Southwestern Railway Co. 5% 
Non-Cumulative Preferred —Price, 77; 
Yield, 6.5% —Regular dividends since 
1923; irregular payments theretofore, 
reflecting policy of plowing surplus 
after fixed charges back into property. 
Annual average earnings five years 
ended Dec. 31, 1925, $12.96 a share 
preferred; $12.70 indicated in 1926. 
Company and subsidiaries operate 1750 
miles of road southwesterly from St. 
Louis to Fort Worth and other parts 
of Texas. Territory served undergoing 
rapid development. Road figures in 
unification plans with Kansas City 
Southern and Missouri, Kansas & 
Texas. Increased operating efficiency 
eliminates necessity of large invest- 
ments in property. Full dividend a 
fixture, and shares undervalued. In- 
come return liberal. 











Standard Gas & Electric Co. 8% Cumula- 
tive Preferred ($50 Par)—Price, 57; Yield, 
7%—Holding company constituting one 
of the largest public utility organiza- 
tions in the country; 63% of net earn- 
ings derived from sale of electricity. 
Annual average earnings in five years 
ended Dec. 31, 1925, over twice dividend 















requirements; about 3% times in 1925 
year. Expanding operations accom- 
panied by increase in preferred shares 
outstanding, but enlarged earning 
power sufficient to maintain favorable 
balance over dividends. Equity in as- 
sets several times total issue. Income 
yield liberal, and shares have specula- 
tive possibilities. 





United Drug Co. 7% Cumulative Preferred 
($50 Par)—Price, 59; Yield, 5.95%— 
Largest chain of drug stores in the 
country, with record of favorable earn- 
ings since inception, excepting year 
1921, when deficit was shown. Growth 
of company normal and earning power 
enlarging. Average annual profits in 
four-year period through 1925 about 
four-time dividends paid. On increased 
amount of preferred stock full year’s 
dividend covered about 2.4 times in 
first nine months of 1926. Stock’s 
equity in assets large, and shares have 
strong investment rating. Desirable 
for fair income with safety. 











U. S. Rubber Co. 8% Non-Cumulative Pre. 
ferred—Price, 108; Yield, 74%—Com- 
pany is largest consumer of crude rub- 
ber in the world, and manufacture of 
finished products is well diversified. 
Dividends paid at varying rates since 
1896, with the exception of the years 
1902 and 1903; full rate in force since 
1906. Following abnormal conditions 
prevailing in 1921, when dividends were 
not wholly earned, average annual bal- 
ance in four subsequent years equal 
$14.75 per share preferred; $7.55 per 
share in first six months of 1926. Wide 
fluctuations of crude rubber prices have 
cut into earnings, but the company’s 
position relatively strong through con- 
trol of the source of supply of consider- 
able portion of crude requirements. 
Stock in fair way to reestablish invest- 
ment position enjoyed in pre-war years, 
and desirable to hold for income and 
profit. 











West Penn Electric 7% Cumulative Pre- 
ferred Stock—Price, 98; Yield, 7.14%— 
A holding company controlling electric 
power and light and railway subsidi- 
aries of American Water Works & 
Electric Co., the latter holding all West 
Penn Electric common stock. Preferred 
Stock followed by 59,258 $7 cumulative 
Class “A” shares, 165,742 $7 non- 
cumulative Class “B” shares and 777,- 
774 common shares. Company provides 
about 75% of gross earnings of Ameri- 
can Water Works & Electric organiza- 
tion as a whole, from which is derived 
income to provide for interest and divi- 
dends on American Water Works & 
Electric $20,691,300 funded debt, $14,- 
050,000 7% cumulative preferred stock 
and 644,000 common stock, the latter 
having present market value of $39,- 
928,000. Average annual earnings in 
two-year period ended Dec. 31, 1925, 
over twice dividends on West Penn 
Electric preferred; close to 2.6 times in 
12 months ended Aug. 31, 1926. Liberal 
income with sufficient safety, with pros- 
pects of enhancement in principal. 
(Please turn to next page) 
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Common Stocks 


American Bank Note Company Common 
($2 Div.)—Price, 41; Yield, 487%— 
Outstanding organization in its field, 
and its work accepted as standard. 
The company secures major portion of 
the business of engraving corporate 
securities in the United States. Also 
does considerable engraving for foreign 
countries and institutions. Company 
has naturally benefited from the wider 
diffusion of corporate securities for in- 
vestment and the ever-lengthening list 
of issuing corporations. Average an- 
nual earnings in four-year period ended 
with 1925 about $3.53 per share of com- 
mon stock now outstanding; $2.40 in 
first nine months of 1926. Company’s 
impregnable competitive position and 
excellent financial condition would per- 
mit of paying out large portion of earn- 
ings in dividends. Uninterrupted divi- 
dends on common stock since incorpora- 
tion in 1906. Indicated normal future 
growth renders shares desirable for 
gradual enhancement and prospective 
increase in dividend disbursements. 








American Telephone & Telegraph Co. 
Stock ($9 Div.)—Price, 150;Yield, 6%— 
Premier public utility organization of 
United States with record of growth to 
correspond to social and industrial de- 
velopment of country as a_ whole. 
Marked stability in earnings, balance 
for stock in six years through 1925 
ranging from $11.72 in 1920, $11.10 in 
1921 (the low point) to $11.79 in 1925. 
Full year’s dividends covered by slight 
margin in first nine months of 1926. 
Stock a desirable investment for stable 
income return with sufficient safety. 
Yield augmented through creation of 
rights from time to time, to subscribe 
for additional shares as new funds are 
needed for expansion purposes. 








Hudson & Manhattan Railroad Co. Com- 
mon ($2.50 Div.)—Price, 40; Yield, 6.25% 
—QOwns and operates double tube tun- 
nel under the Hudson River between 
New York City, Hoboken and Jersey 
City, N. J. Entirely a passenger rail- 
road and affords a valuable entrance 








into New York City from New Jersey © 


terminals of the Delaware, Lackawanna 
& Western, Erie and Pennsylvania 
Railroads. Arrangements possible 
whereby Hudson & Manhattan would 
supply Baltimore & Ohio’s need for an 
all-rail entrance into New York City, 
following the latter’s recent withdrawal 
from Pennsylvania’s New York termi- 
nal. To correspond with constant muni- 
cipal growth traffic has shown large 
increases, which, together with fare in- 
creases, have permitted progressive ex- 
pansion in earning power. While enjoy- 
ing the benefits of the steady growth 
of the territory served, the company is 
not restricted to the 5-cent fare limita- 
tion of New York City lines, operations 
being under the jurisdiction of the 


Preferred Stock Guide 


These stocks are selected as offering the best opportunities in their respective classes 
taking into consideration assets, earnings and financial condition of the companies 


represented. 


For Income 


HIGH GRADE INVESTMENTS 
Div. Times § 5-Yr. Price Range 

Div. Rate Earned— 
RAILROADS $ per Share 5-Yr. Av’r’ge 


Baltimore & Ohio 

Chicago & Northwestern 

as ge & Ohio Conv 
Chicago & St. Louis.. 

Colorado & Southern Ist 


PUBLIC UTILITIES 


onc ge Gas & Electric 
North American 

Philadelphia Company 

Public Service New Jersey 


INDUSTRIALS 


American Smelting & Ref. 
American Steel Foundries 
Associated Dry 
——— 


\ ra 
Endicott Johnson bee 
General Motors 
Studebaker Corp. 


| 
— 
Br £9 se 90 co 204m @ £0 


SODIUM 


For Income and Profit 
SOUND INVESTMENTS 


RAILROADS 
Colorado & Southern 2nd 
Pere Marquette Prior 


St. Louis-San Francisco 
Bangor & Aroostook 


PUBLIC UTILITIES 
American Water Works & El... 
nha 


Hudson & Manhattan R. R. Conv 
West Penn Electric 
Standard Gas & Elec 


»: odode 
o- Aeooo 


INDUSTRIALS 


Allis-Chalmers 

American Cyanamid 
Armour & Co. of Del. 
Bush Terminal Buildings 
Commercial Credit Ist 
Cuban-American Sugar 
Genl, American 

Gimbel Brothers 
Goodrich (B. F.) Co. 
Reid Ice Cream 

U. 8S. Cast Iron Pipe 

U. 8S. Industrial Alcohol 


bBo: Boor 
Cr el ok Pe 


INDUSTRIALS 


Bush Terminal Debentures 
Consolidated Ciga: 

Dodge Bros. 

International Paper 
Mid-Continent Petroleum 
Orpheum Circuit Conv .... 
Pure 

Radio Corp. ‘of America 
Universal Pictures 1st 


se mrrin: so 
DPAAAA: woo 


RAILROADS 


Chicago, Rock Island & Pac. 
Gulf, ‘Mobile, & Northern 


INDUSTRIALS 


Redeem- 
able 


No 
No 


115 
100 


125 


100 
No 

100 
100 
110 
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SACS ROO DE 
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POMMDORBWADG pp 
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Interstate Commerce Commission. Since First National Pictures Ist r 
1921, when a balance of 17 cents per ee rooster tt vf - M4 


share of common stock was reported, 


earnings have shown steady improve- es - ila bas eerie 4 
* Cumulative to extent yrs. divs. mulative up Jo» pa excess earnings 
ment. Profits equalled $1.48 ——— paid $1.44 extra in March. F—Four years. H—Three years. T—Two years. S—For sinking fund. 


(Please turn to page 479) N—Price range 1996, O—Price range 1925. § 1921-1925. 
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Kennecott Copper Corporation 





A Giant Among Mining Companies 


Steady Growth of Company Likely to Continue Indef- 





initely—Investment Merits and Outlook for Stock 


By H. G. SMITH 








IVERSIFI- 


ure for the previous 





CATION in the 
copper industry 
has been carried to a_ || 

much further point by 

Kennecott Copper than | 60 
by any of its competi- | 

tors; that is, diversifi- | 

cation as applied to 

copper mining as such. 
The activities of many 
mining enterprises are 
varied, but the diverg- | 
ence in the nature of 30 
the operations con- 
ducted by a single com- 
pany most often takes 20 
the form of the differ- 
ent kinds of metals pro- 
duced, the smelting and 
refining of metals pro- 
duced by others, or the 
fabrication of metals 
which represents a 
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KENNECOTT COPPER CORP. 
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ONO DECEMBER 15, 1926. DIVIDEND INCREASED TO ¥5 AS OF JAN. 2,1927. Nb 


year was 8.6 millions, 
equivalent to $2.02 on 
the stock then outstand- 
ing, but this wide 
6 spread is not indicative 
of the true state of af- 
fairs. 

5 The 8.6 millions in 
1924 included only the 
amounts actually paid 
in dividends by sub- 
sidiaries in addition to 
3 the earnings from Ken- 
necott’s own Alaskan 
mines; that is, the un- 
Z distributed earnings of 
companies controlled by 
stock ownership were 
I not transferred. There 
were likewise heavy de- 
ductions for depletion 
of ore reserves on the 
part of Kennecott and 


DIVIDEND 
DOLLARS 





1926 














large part of the busi- 
ness of Anaconda Copper Mining Co. 
Kennecott, on the other hand, con- 
centrates on copper mining to the prac- 
tical exclusion of other metals and of 
activities which partake more of the 
nature of manufacturing than mining. 
Diversification in its case has refer- 
ence to the differences in the character 
of the mines operated and to the wide 
range of territory covered by the prop- 
erties. The properties extend all the 
way from Alaska to Chile and include 
vein mines as well as the more simply 
formed porphyries from which the 
ores are extracted by steam shovels. 


Great Changes in Organization 


The company as at present consti- 
tuted bears little resemblance to what 
it was at the time of organization in 
1915. Formed for the purpose of con- 
solidating the ownership in two Alas- 
kan properties, its scope is now vastly 
extended through the control since ac- 
quired over the Braden Copper Mines 
in Chile, South America, and Utah 
Copper in this country. Control is ex- 
ercised through stock ownership 
amounting to 100% in Braden and 
about 97% in Utah. There has been 
no complete absorption of these enter- 
prises as yet, the Alaskan properties 
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continuing to represent the only mines 
actually owned by Kennecott, but the 
identification of interests is sufficiently 
thorough to justify the consolidated 
income statement issued for the first 
time in connection with the annual re- 
port covering 1925 operations. There 
is also a 46% ownership in the stock 
of Mother Lode Coalition Mines, whose 
property adjoins Kennecott’s own 
Bonanza mine in Alaska, as well as a 
smaller indirect interest in Nevada 
Consolidated Copper. 

The inclusion of the full earnings of 
Braden, Utah, and Alaska Steamship 
in the 1925 report has rendered a di- 
rect comparison with former years im- 
possible. Alaska Steamship is a 
wholly owned subsidiary, which, be- 
sides conducting a regular transporta- 
tion business, is engaged in carrying 
the ores from Kennecott’s Alaskan 
properties to Puget Sound ports for 
smelting. The steamship company 
contributed about 1.7 millions operat- 
ing income to the parent company’s 
revenues in 1925. 

Net income reported by Kennecott 
in 1925, after deduction of the small 
minority interest, amounted to ap- 
proximately 23.9 millions, equivalent 
to $5.34 per share on 4,474,424 shares 
of capital stock outstanding. The fig- 
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Braden which did not 
figure in the consolidated income ac- 
count in 1925. Undistributed income of 
Utah Copper in 1924 amounted to about 
1.6 million,and depletion charges for 
Kennecott and Braden totalled approxi- 
mately 5.4 millions. There is, there- 
fore, at least 7 millions that can be 
employed to reconcile the substantial 
difference between 1924 and 1925 with- 
out considering the proportion of 
Braden’s earnings applicable to Kenne- 
cott shares in the former year, in- 
formation concerning which is not 
available. 


Increase in Revenues 


There was, however, a material in- 
crease in operating revenues in 1925 
over 1924. Mining operations of the 
three properties over which control is 
practically complete, as reported sepa- 
rately in 1924, yielded a gross of 55.9 
millions as compared to the consoli- 
dated figure of 61.8 millions in 1925. 
Gross revenues of the steamship and 
railroad subsidiaries in the same years 
increased from 5.7 millions to 6.5 mil- 
lions. Operating profits showed an 
even larger gain. The aggregate for 
the properties now included in the con- 
solidated statement of the greater 
Kennecott, comprising Kennecott, Utah, 
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Braden, Alaska Steamship, and Copper 
River & Northwestern’ Railway, 
amounted to approximately 30 millions 
in 1925 as against 22.6 millions in 
1924; 2.8 millions of this increase was 
contributed by Utah Copper, which 
was able to lower its operating ex- 
penses by more than $700,000 in face 
of total business 2 millions greater. 

It should be appreciated that Kenne- 
cott has accomplished this vast im- 
provement in its earnings status in 
conjunction with a comprehensive ex- 
pansion program without the benefit 
of a normal copper market. Moreover, 
there have been extraordinary expenses 
entailed in the development of Braden 
into a profitable enterprise which could 
hardly have been brought about at 
least on such an extensive scale by any 
sponsorship less strongly fortified 
fixancially. Thus the ground work has 
been laid and the affairs of the parent 
organization brought to a point where 
it is strategically situated to benefit 
from the better outlook in store for the 
copper industry when- 
ever foreign consump- 


what smaller when the final results for 
1926 are made known, but indications 
are that any such loss in margin of 
profit will be more than offset by in- 
creased production. Utah Copper, the 
only one of the component companies 
to issue quarterly reports, showed a 
net income in the nine months ending 
September 30, 1926, 1.8 millions 
greater than in the corresponding 
period of 1925, so that an additional 
equity of perhaps 50 cents per share 
on Kennecott stock may well eventuate 
from this source. 

Another reason for confidence in the 
outlook is the fact that the company 
and its subsidiaries in recent years 
have at all times maintained produc- 
tion. well within the limits of capacity. 
There was little incentive for a com- 
pany with so dominant a position in 
the industry to aggravate a situation 
in the industry already unsound by at- 
tempting to force production at a time 
when curtailment was desirable. In 
fact, it was to the best interests of 


same ownership of Nevada shares, 
Kennecott in 1926 had an_ interest 
in the new Nevada Consolidated, 
expanded by the recent merger with 
Ray Consolidated, ranging from 20% 
to 30% in place of the interest of about 
50% held prior to the merger through 
the 51% ownership of Nevada stock 
possessed by Utah Copper before Ne- 
vada was obliged to increase its capi- 
talization. The proportion of Nevada 
indirectly controlled by Kennecott will 
depend upon the rapidity with which 
bonds issued in exchange for Ray Con- 
solidated shares are converted into ad- 
ditional Nevada shares. The point as 
concerns Kennecott is that the company 
will have an interest in Nevada-Ray 
amounting to 20% assuming full con- 
version of the bonds, or, in other words, 
a 20% interest in the combined produc- 
tion, which in 1925 amounted to about 
218 million pounds of copper. The 
pro rata share, therefore, amounts to 
around 44 million pounds as compared 
to 88 million pounds represented by the 
50% equity in old Ne- 
vada on the basis of 








tion assumes larger 
proportions. 
Experience has 
shown that it is not 
well to become overly 
optimistic in regard to 10 
the timé required to 
produce a revival in 60 
foreign demand on an 
extensive scale, but 
there is reasonable as- 50 
surance of greater 
profits being derived 40 
from now on from 
whatever foreign busi- 0 
ness is available. This 
conclusion is the result 
of the recent formation 
of Copper Exporters, 
Inc., a copper export 
organization with 
which the leading cop- 
per interests all over 118 
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KENNECOTT COPPER CORP 


COMBINED ANNUAL GROSS REVENUES OF KENNECOTT, UTAH AND BRADEN 
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1925 production. Thus 
there is a gain rather 
than a loss entailed for 
Kennecott in this 
merger and recapital- 
ization of Nevada, even 
though actual control 
of the latter is relin- 
quished. 

Nevada recently in- 
creased its dividend to 
$1.25 per share annu- 
ally, thereby automati- 
cally increasing the in- 
come of Utah Copper. 
Utah in turn advanced 
its own dividend rate 
from $4 to $5 per an- 
num a year ago, and 
then later from $5 to 
$6, although this is of 
no great importance to 
Kennecott, now that the 
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the world, including 
Kennecott, are affili- 
ated. Careful plans have been laid to 
obviate the faults which lead up to the 
collapse of the predecessor organiza- 
tion, the Copper Export Association, 
and it is hoped to regulate foreign 
trade in the metal in such a manner 
as to eliminate the speculative activ- 
ities which have been the cause of wide 
price fluctuations, thus stabilizing the 
foreign market as far as possible. Re- 
sults have already been in evidence in 
the form of foreign copper prices 
somewhat higher than domestic quota- 
tions. 


Low Production Costs 


Kennecott has had the advantage of 
low cost production during the pro- 
tracted period of low copper prices. The 
production of its own Alaskan mines 
combined with that of Utah and Bra- 
den amounted to 411 million pounds in 
1925. The average price per pound of 
copper sold was 14.286 cents, and the 
cost per pound before depletion was 
8.07 cents. It is possible that the 
average price received will be some- 
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Kennecott, with its ability to operate 
profitably under almost any conditions, 
to use its influence to prevent a run- 
away market in the price of the metal 
until such time as fundamental condi- 


tions should warrant. In the event 
that copper rises above the 15 cent 
level accompanied by some indications 
of permanency, Kennecott will be in a 
position to draw on its reserve pro- 
duction without difficulty, thereby in- 
creasing both profits and margin of 
profit in line with the statement so 
often repeated as to become a by-word 
as far as Kennecott is concerned, that 
“every cent a pound advance in copper 
is the equivalent of a dollar a share 
additional earned on the stock,” with- 
out giving consideration to the added 
possibilities in connection with an in- 
creased output. 

The 411 million pounds of copper 
turned out by Kennecott, Utah and 
Braden in 1925 would be increased by 
approximately 52 million pounds were 
the pro rata shares in the production 
of Nevada Consolidated and Mother 
Lode to be included. Assuming the 


consolidated income 
statement has been 
established. The strengthened position 
of the whole group of companies has 
enabled Kennecott to raise its own dis- 
bursements to stockholders, first from 
$3 to $4 in January, 1926, and now to 
$5 annually as-of January, 1927. A 
$3 rate had been maintained in the 
three years previous to 1926, payments 
having been suspended from 1920 to 
1923, due to-the curtailed earnings and 
the necessity for conservation of re- 
sources in the deflation period follow- 
ing the war. 


Conclusion 


The stock has achieved a measure of 
investment standing rarely found in 
a mining issue. At current levels 
around 63 it is near the peak for all 
time, but the yield nevertheless is close 
to 8%, an attractive return indeed 
considering the fundamental sound- 
ness of the enterprise and the further 
enhancement in value which will al- 
most certainly accompany the restora- 
tion of a@ more normal market for cop- 
per metal. 
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Year-End Inventory Taking 


OWARD the end of the year, business and. 
industry slows up a bit to permit taking 
inventory, as an important phase of the 
auditing that discloses to the management 
and the stockholder-owners how much 
progress their company made during the 

calendar year. Inventory taking involves a loss of 
valuable time, involves extra costs, hampers pro- 
duction, worries department heads and is generally 
pretty much of a nuisance. Still, no well managed 
organization would ever consider doing away with 
this necessary evil and go forward in the dark 
through the new year. 

Unfortunately, there are some investors who do 
not follow this established business practice. To 
devote the several evenings that are necessary to 
go over their record of the year’s business trans- 
acted in stocks and bonds, is arbitrarily set down 
as a waste of time. In a general way, they know 
whether the year has been profitable or unprofit- 
able (or at least they think they do) so why bother? 
Of course there were some losses; one or two un- 
profitable speculative transactions but why go into 
those unpleasant details again? My investments, 
at least were selected with more than ordinary care, 
therefore, they require no accounting at this time. 
Perhaps later in the year, I’ll have more time to 
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really go over my list and then . . .._ with this 
line of thought New Year’s Day is joyously cele- 
brated and the accounting job is left undone! 

Then there is the investor who will say, “Why 
make it a year-end affair, this investment check-up? 
Isn’t it better to keep one’s investments under con- 
stant scrutiny?” The point is well made—but 
should be carried one step further. 

The advisability of keeping a weather eye on 
one’s investments at all times is unquestionable. 
Careful selections, systematic records, constant 
watchfulness of the markets, the latest news on 
companies you are interested in—all this is impor- 
tant. But it does not do away with the necessity of 
reviewing your holdings very critically and in thor- 
ough detail, every three months if practicable; 
semi-anually is next best—but at least once a year 
by all means. Make it a regular ceremony at the 
year end, just as the well managed business concern 
does. Do the job thoroughly. You will be sur- 
prised, perhaps, at some of the things that a really 
thorough check-up of your investment or specula- 
tive holdings will disclose. 

The year-end inventory taking is a protective 
measure as far as the investor is concerned. Many 
investment losses are avoidable if you discover the 
mistake in time. Watchfulness pays! 
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Keeping Records Muilding Bour Future Income Keeping Records 


How I Learned to Keep My Records 


Sample Sheets of Stock and Bond Record Show an 
Unusually Efficient Form for Systematic Accounts 


N my young days I overheard much 
[ conversation among my elders con- 
cerning bonds and stocks, mostly 
about bonds, to be sure, for a specu- 
lator was he indeed in those days who 
dabbled much in stocks. I heard of 
face value, rate of interest, coupons— 
all, of course, having very little mean- 
ing for me at the time. Years passed 
on with much repetition of such terms. 
When my graduation day arrived I 
was made the proud possessor of a 
bond, being for the first time allowed 
to handle the same and observe its 
many ornamentations. Later it was 
taken from me and put into a safe de- 
posit box, there to await the cutting of 
the next coupon. On various birthdays 
and other festive occasions other bonds 
came into my possession, only to dis- 
appear in like manner into the safety 
box. 

After a number of such experiences I 
arrived at my 21st birthday. Being 
naturally of a systematic turn of mind, 
I had on the oceasion of my short 
glimpses of these bonds jotted down 
into a note book such names, numbers 
and dates thereof as I had been able to 
impress upon my memory—albeit this 
record was far from systematic yet it 


By M. E. S. 


was getting started on the right path. 

Though my list of securities was 
meager indeed they seemed a hoard to 
me and I began to feel that, with these 
securities in hand, my records must 
now be kept systematically and cor- 
rectly, and with this thought in mind 
I set out to find a book for this pur- 
pose. Being fairly experienced by this 
time, I was able to judge the value of 
the books which were laid before me. 
I very soon found that most of the 
books on the market, for this purpose, 
had various shortcomings; many were 
incomplete, many were too complicated, 
most of them were poorly spaced in the 
rulings; some lacked space for monthly 
or yearly results, one of the best, lacked 
even a column for the certificate num- 
ber of stock holdings, a very important 
record, particularly.in case of the phys- 
ical loss of a stock certificate. Many 
had the spaces so small that hastily 
entered the figures might at some time 
not be positively decipherable. Call- 
time and price were omitted from many 
bond lists, etc., ete. None were of the 
loose-leaf type. 

Having shown my interest for this 
work as well as my aptitude for the 
same, I soon gained the confidence of 


my family and at the request of several 
members thereof I agreed to take charge 
of their accounts. 

Still having been unable to find a 
satisfactory book I now set to work t® © 
rule and arrange one myself embody< 
ing all such spaces, rulings and ¢ap- 
tions for which I had experiénced & ~ 
long-felt want. The many records 
which I keep will now show at a g’ancé 
not alone all important data, but also 
the income due or already received on 
any security, at any month of the year, 
present, past or future, as well as al 
the- information necessary for the 
knowledge requisite to enable one to ex- 
change securities advantageously and 
also to answer the many questions pre- 
sented by the income tax blank. 

The accompanying illustrations show. 
the many and important details em- 
bodied in my stock and bond sheets. 

In addition to these records, I have 
another sheet to keep track of interest 
and dividends due, which I check off 
each month when paid. These records 
have been found very useful in my own 
personal use and the form of record 
may prove interesting to individual in- 
vestors or investment clubs where sys- 
tem and accuracy count. 
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uture’ Bricomre. rersonat Experience 


F ishing for Suckers and Catching Eels 


T one time, while em- 
A ployed in the statis- 

tical department of 
a stock exchange house, I 
had an attack of that 
gambling fever common 
to most youngsters when 
they first hear of “fly-by- 
night” securities and the 
stories of how “So-and-So 
invested seventy-five dol- 
dals in Rapid-Riches 
Mines,—and now look at 
‘him! Worth a hundred 


An Experience That Proves It’s Easy to Make an 
Honest Dollar If You Have Enough Sense to Keep It 


By MISS G. L. B. 
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OR obvious reasons, we are not disclosing the identity of the 

young lady who sent us this story but after investigating the pro- 
motors whose names were supplied to us in confidence, we find that 
her suspicions were well founded. Based on our own appraisal of 
values, the lots for sale were generously priced, to put it mildly, 
permitting sufficient leeway to hand out plenty of dollars as “bait” 
for new prospects. Further investigation disclosed that those be- 
hind the scheme had an unimpressive record with previous ques- 
tionable enterprises. Our heroine did well to follow intuitative 

judgment and retreat in glory with the dollar. 


he shouted cheerily to at- 
tract my attention. 

“Read it yourself!” [| 
retorted and, _ thrusting 
the paper into his hand, | 
watched his reaction. His 
eyebrows lifted as _ he 
read, and he handed the 
letter back with an amused 
smile. 

“Pretty shrewd, I’d call 
it,” he commented. “I’d go 
and get the money. They 
can’t do anything to you, 
you know, and it would be 


thousand if he’s worth a 
cent!” My total invest- 
ment reached probably as 
much as four hundred dol- 
lars, of which I finally was fortunate 
to recover something over two hundred. 
The remainder, I judge, has gone into 
Uncle Sam’s pockets, for I am sure 
several hundred dollars worth of 
stamps have been bought for the cir- 
cular letters that have arrived in al- 
most every mail since that time, telling 
me of new propositions especially de- 
signed to place my name among those 
who are paying income tax on a million 
or more! 

Whether these letters are.read at all 
or not depends on the circumstances as 
I leave the house in the morning. If 
I happen to see someone approaching 
whose interruption of my train of 
thought would disturb my pleasant 
recollection of the morning (and there 
are several such in the neighborhood!), 
I very busily read the investment cir- 
cular as though it were an important 
business letter, and pass the acquaint- 
ance with the busiest of business-like 
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bows. If there is no one in sight, the 
letter goes into the nearest ash can. 

Recently, as I started down the steps 
with two such letters in my hand, I 
saw one of the Avoidable Disasters 
coming up the street toward me, and 
my head was promptly and importantly 
buried in the first of the letters. In a 
few minutes my interest turned from 
fake to real. Here was one of the 
boldest soliciting plans that had 
reached me yet! The letter, with ap- 
propriate pseudonyms, is reproduced 
on these pages. 

For a moment I was ashamed that 
the letter had caught me, as I usually 
am when I read one of them all the 
way through. The very construction 
of the letter hinted of questionable se- 
curities, and yet, I must confess I was 
curious. At that point a friend, a care- 
ful business man, joined me on the way 
to the subway. 

“Mustn’t read while you’re walking!” 


interesting to see what is 
behind it all.” 

“You don’t mean that?” 
I asked in surprise, knowing that he 
felt as I did about unrecommended in- 
vestments. 

“I surely do,” was his answer. “I’d 
go by all means!” 

* * * * 

The next day I presented my letter 
as my card of introduction to a girl 
who came out from behind the switch- 
board as I entered the office. While 
she stepped back to see whether Mr. 
Blank would see me, I examined the 
office. The names on the door indicated 
that the company was interested in 
“Estates” in New Jersey and Long 
Island,—four or five names in all. The 
office was not pretentious, not the ex- 
travagantly furnished get-rich-quick 
parlor of some fake stock firms I have 
seen. There was a long narrow room, 
not too clean, filled with more or less 
messy desks. It was noon and the 
room was deserted, so it was not pos- 
sible to make an estimate of the man- 
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My friend said, 
/ "Go to see them 

and get the 

money’ 








Mr Blank showed me the“(ompany’s Books’ 


and tried to sell me lots 





"Youll come back” 
he said as 1 went out 
with the dollar 
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agement through the type of people 
employed. The telephone operator, 
however, gave me no confidence in the 
quality of the house. 

She soon returned and as she care- 
fully tore my letter to bits, she told 
me that Mr. Blank would see me in a 
few minutes. As I waited a tall, thin 
gentleman, clothed in yesterday’s worn 
out finery entered and somewhat ag- 
gressively demanded to see Mr. Blank. 
To the girl’s question, “What about?” 
he responded in an important manner, 
“J had a letter from Mr. Blank and he 





“Our Syndicate has put aside twenty- 
eight hundred dollars from the profits, 
—er—the profits” (and here he looked 
significantly at me, although I could not 
see that twenty-eight hundred dollars 
was a startling sum if their profits 
were as large as the promises such 
syndicates usually make!), “and they 
have laid aside this sum to pay for the 
time of the people who take the trouble 
to come to see us.” 

Then, in deplorable English, he pro- 
ceeded to unfold his scheme. It was 
the usual real estate investment prop- 








wrapping paper opposite the print,— 
thus constituting another list of suck- 
ers valuable for another later scheme. 
The whole thing was crude, and while 
indeed a “book” it gave no indication 
of the proposition, its reliability or 
present condition,—in fact it gave no 
information of value whatsoever. 
What impressed me especially dur- 
ing the whole procedure was the fact 
that nothing tangible aside from the 
book was produced or mentioned. 
There were no photographs of the 
land, no information about it, no his- 


wishes to see me.” I smiled to myself, 


but I couldn’t help feeling 
sorry for a chap who could 
take a form letter as a per- 
sonal matter! He had to sur- 
render his letter as I had, and 
as the torn bits of his “admis- 
sion ticket” fell into the waste 
basket, he too was told to wait. 
“Here,” thought I, “is a man 
who has wasted his substance 
in riotous investing, and has 
had his name added to the 
same list of suckers that holds 
my name!” 

Two more people came be- 
fore Mr. Blank was free. The 
letter certainly produced pros- 
pects! Indeed it was worth 
money to get people out like 
that! What salesman could 
see as many people in one day 
if he went to them? Yes, it 
was a clever scheme. The un- 
fortunate part of it was, in this 
case, that the people were ap- 
parently of the type that be- 
lieved what a clever salesman 
had to say,—the very type that 
most of all needs the sound 
advice of reputable brokers and 
bankers. 

In the midst of my medita- 
tion, a stout man waddled up 
the aisle between the desks 
and looking us over said, “Mr. 
Brown?” 

I was glad that he didn’t 
beam on us in a patronizing 
manner as a “Trustee” might 
have tried to do, and while his 


osition, where your money is “doubled” 


Joseph 8. Blank 
Room 602 
5 East OO Street, New York City 





Qctober 29, 1926 


Miss Jane Brown, 
47 Franklin Avenue, 
New York City. 


Dear Madan:- 


I have been instructed to pay you some money. This money 
will be paid to you, provided that you call at this office 
in person within five daye from date and bring this letter 
with you for identificati purposes. 


As previously stated, I have been instructéd to pay you some 
money without any strings to it when you call at this office. 
You are naturally curious in knowing why I write you this 
letter and from what source this money is coming to you. 


In writing you, I am doing so at the suggestion of a member 

of a Syndicate of real estate investors, who have been, a 

are now, successfully earning large profits. This same Syn- 
dicate has set aside a very substantial und out of their 
profits and have appointed me Trustee of same, with instruc- 
tions to distribute this fund to those whom they may designate. 


It is of the uttermost importance that you call at this 
office within the specified time:limit of five days in order 
to receive this money. Not only the receipt of this money, 
but the matter, which will be presented for your attention 
when you call, will be possibly one of the most impostant 
steps that you have ever taken in your life. 


In calling at this office, you are not obligating yourself 

to do anything other than accept the money which I have been 
instructed to pay you, and which will be paid to you, without 
any strings attached to it. You will, however, be given the 
opportunity of investing this money in a land Syndicate that 
has been, ané is now, successfully earning large profits! for 
its members, This, however, will be entirely optional with you. 


Respectfully yours, 
(Signed) _ Joseph 5. Blank 


Trustee 
P.S. If unable to call during the day time, write for an 


evening appointment which can be arranged any evening between 

4 and 8 P.M. 

PSE ELE IE TY OT LTTE BTL LTE TITS SITET TA 
What would you do if you got this letter? 





tory, no financial statement, no refer- 


ences,—nothing which would 
give an honest foothold for in- 
vestment, and nothing even to 
indicate that the land sold 
actually existed. Nowhere 
was the name of the Syndicate 
mentioned in the talk or on 
paper, and even the letter that 
had brought me there, contain- 
ing the only address mentioned 
at all had been destroyed be- 
fore I could see Mr. Blank. 

As I rose to leave, he handed 
me four mimeographed sheets 
with the remark that this 
covered the same facts that he 
had given me, and, that if I 
thought it over, I would “come 
in” with all the money I could 
get together. These pages re- 
flected the insecurity behind 
the sales talk. There was no 
heading, no name, no address, 
nothing to identify it with any 
company whatever. The in- 
formation it gave might have 
applied to any piece of land 
anywhere. There was no 
semblance of guarantee of any 
sort except the bare statement 
that real estate was always 
sufficient security for the 
amount invested, for if the lots 
weren’t sold again, one always 
had the land! 

“Let me pay you for the 
time you have taken in coming 
here,” said Mr. Blank, as I 
neared the door. I started to 
protest, but remembered that 
after all, I had come to “get 


voice was unpleasant I was 

glad it wasn’t oily. It would 

have been hard to sit through fifteen 
minutes of that! I answered his query. 
“Miss Brown,” I said, whereupon he 
ushered me down the long lane to his 
private office—a room that made no 
more favorable impression upon me 
than had the outer office. 

“Have you read the letter carefully?” 
began my host when I was seated. 

“That’s why I’m here,” I answered, 
“and I must say that I was interested 
in it as a type of sales letter that is 
new to me. I am more interested in 
your salesmanship than in your prop- 
osition, to be quite frank.” 

He was not at all disturbed, nor was 
he flattered at my statement. He 
plunged into his speech almost as 
thought he had not heard me, 


for JANUARY 1, 1927 


in a short time—unless you happen to 
be the last man caught. There were 
the usual apologies for offering it to 
the small investor, the usual quotations 
showing how others had made fortunes 
in this very way,—and all that sort of 
thing. There was nothing original. 
Mr. Blank seemed anxious to show 
me “the books” apparently considering 
“books open for inspection” a good 
selling argument, one that would allay 
suspicion. The book which he opened 
was a large, loose-leaf binder, holding 
blue-prints pasted on sheets of wrap- 
ping paper. The prints might have 
been anything at all. They showed 
land divided into lots, and as the lots 
were sold, the names and addresses of 
the purchasers were placed on the 


the money.” 

“It seems strange,—but—very well,” 
I answered. 

He stepped outside and brought back 
a crumbled dollar bill attached to a 
crumbled receipt, which I duly signed 
though I felt as though I were signing 
in a rogues’ gallery. As a parting 
word he said, “You’ll come back, and 
when you do, my name is Stern.” Was 
even the name Blank fictitious? 

So here I am with my dollar, and 
my four page prospectus, which tells 
me nothing. But I have no way of 
knowing where to find my man again 
except through memory, which for- 
tunately I haven’t invested in his 
scheme, so still retain! I didn’t bite. 
Do you suppose I have missed “the 
most important step of my life?” 
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Chile Copper 


Lieut. Leehey’s Prize Winning Answers 
Bullish on Chile 


(See box for other winners) 


HE stock of the Chile Copper Company is represented 
T by the puzzle picture of the November 6th issue of 

THE MAGAZINE OF WALL STREET. The following dis- 
cussion of the status of this company is given under the 
heading suggested: 

1. Chile Copper Company is of itself only a holding 
company, owning, as it does, the entire capital stock of 
the Chile Exploration Company, which is the operating 
concern. The business conducted is that of copper pro- 
duction, including the working of its own leased or owned 
ore bodies, the operation of its own 


Building Dour Future Income 


Prize Contests 


Prize Winners in 
BYFTs 


Recent 


Contests 


American Locomotive 


American Loco., an Attractive Speculation, 
Says Walter Roden 


(Other winners previously announced} 


HE picture in the educational prize contest conducted 
by the B. Y. F. I. department, in the issue of October 
‘ 9th, represents the stock of the American Locomotive 

0. 

1. What position does this company occupy in its in- 
dustry? The American Locomotive Co. holds the leading 
position in its industry, as it is the biggest locomotive pro- 
ducing company in the field. 

2. Does it have any of its own bonds outstanding at 
present? The American Locomotive Co. has no funded debt 

of its own, but it has assumed the 





leaching and smelting plants, and to a 
large extent the utilization of its own 
and allied companies’ transportation 
facilities in getting its product to 
world markets. As a copper producer 
the company now ranks with the larg- 
est in the world in both volume of out- 
put and extent of ore reserves for the 
future, whereas it occupies almost a 
unique position in the matter of its 
low production costs. 

2. The most valuable properties of 
the company consist of its vast, and as 
yet not fully developed, bodies of ore, 
including one which as already devel- 
oped shows it to be the largest con- 
tinuous copper deposit in the world. 
These properties are all located on the 
western slopes of the Andes moun- 
tains in central Chile, and they are so 
linked together and with seaports by 
company-controlled railroads that they 
practically enjoy tidewater advantages 
for shipment. The properties are 
nearly all only low-grade ores, the 
workings to date having averaged only 
from 1.5% to 2.0%. However, the ex- 
tensiveness of the holdings, the accessi- 
bility and ease of mining, and the ad- 
vantages of quantity production have 
resulted in the low production costs 
which make the working of the de- 
posits both possible and profitable. The 
present rate of production is almost 
250 million pounds a year, and it has 


ready held by the company hold re- 
serves sufficient to maintain this rate 
for in excess of a hundred years. 

In addition to the holding of these 
large ore bodies must be listed the ex- 
tensive equipment installed and now 
being added to by the company. Plant 


articles, 


Prize Winners in Chile 
Copper Contest 


$25 Cash Prize 


Lieut. Donald J. Leehey, U. S. A., 
Fort Dupont, Delaware 


Nine Next Best Answers 


Harry Menken, Jr., 
New York City 


Russell B. Christie, 
Saginaw, W. S., Mich. 


L. W. Emerick, 
Fulton, N. Y. 


Charles D. Emmons, Jr. 
Baltimore, Md. 


M. F. Mack, 
San Francisco, Calif. 


D. C. Chisholm, 
Fort William, Ontario 


Forrest M. Frey 
New York City 


W. A. Gibson, 
Salamanca, New York 


J. N. Munro, 


Frontenac, Minn. 


: : a UGGESTIONS for other contests 
been estimated that the properties al S' ars dontoed by the BYT1 Eater. 
as for drawings, 
limericks, etc., 
which would be suitable for other 
contests? Have you found the pic- 
ture contests interesting? Drop the 
BYFI Editor a line and tell him 

about it. 


Have you any ide 
puzzles, 


bonded debt of a constituent company 
(The Richmond Locomotive & Machine 
Works Co.) amounting to $432,000, 
which bonds mature in April, 1929. 

8. Does the latest balance sheet 
reveal a strong, fair, or weak financial 
position? The balance sheet of the 
American Locomotive Co. as of Decem- 
ber 31, 1925, reveals a strong financial 
condition. The balance sheet shows total 
current assets of $39,447,698, of which 
amount cash and Government securi- 
ties makes up $23,124,934.11. The total 
current liabilities for the same period 
amounted to only $2,385,912, which 
gives a current ratio of almost 17 to 1. 

Looking at capital stock on the lia- 
bility side of the balance sheet carried 
at $25,000,000 for preferred stock and 
$25,000,000 for common stock, one gets 
an idea of how conservatively the com- 
pany is capitalized in the light of pres- 
ent conditions, which has been brought 
about by the management plowing back 
earnings into the business and not dis- 
tributing them promiscuously in the 
way of extra dividends. 

It is only when one looks at the in- 
come account that one’s enthusiasm is 
cut short. In 1925 the company re- 
ported a deficit after expenses and de- 
preciation before preferred dividends, 
and had a total deficit for the year 
after dividends amounting to $11,593,- 
321. But in spite of this large charge 
off against surplus the company was in 
a strong financial position at the close 
of the year. In May, 1926, the com- 
pany acquired the property and assets 
of the Railway Steel Spring Co., and its 
current assets position should by reason 
of this acquisition be much stronger to- 
day. The Railway Steel Spring Co. at 
the close of 1925 reported an excess of 











(Please turn to page 482) 
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current working capital amounting to 
$15,232,188, which, like the American 
Locomotive Co., was made up very 
largely of cash and securities. 

4. Would you buy its preferred 
stock and why? The preferred stock 
of the American Locomotive Co. may be 
regarded as a high grade industrial in- 
vestment, paying $7 a year in divi- 
dends, selling in the market at 117 to 
yield 6%, and can be well bought by 
people seeking this type of an invest- 
ment. The stock is entitled to $7 an- 
nual cumulative dividends before any- 
thing is paid on the common. The pre- 
ferred stockholders have equal voting 
rights with the common stockholders, 
and no mortgage can be placed on the 
company’s property excepting for pur- 
chase money obligations, without the 
assent of holders of two-thirds of the 
preferred stock. Although the company 
failed to earn the dividend on its pre- 
ferred stock in 1925 its record of earn- 
ings over a 10-year period showed a 
total of 279.80% earned for those 10 
years, or an annual average rate of 
26.65%. As long as the company con- 
tinues its policy of building up its re- 
serves and not distributing all its earn- 
ings in dividends the preferred stock 
will always be amply protected. 

5. Would you buy its common stock 
and why? Because of its established 
trade position in an essential industry 
and its strong cash position, the com- 
mon stock of the American Locomotive 
Co. can be looked upon as possessing 
very attractive speculative possibilities. 
Business in the locomotive industry is 
subject to wide fluctuations, with excep- 
tionally good earnings in some years 


(Please turn to page 490) 
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Savings bank accounts are recommended 


Building Dour Future Jncome 


Insurance 


How About Life Insurance 
Annuities for Investment? 


Some Interesting Queries from Readers 


By FLORENCE PROVOST CLARENDON 


Insurance Editor: 


Having read your articles on Annuities in the 
November 20th tssue, would like more information 
on this kind of policy. I was born in 1878 
and would like a policy that would $y me $200 


a month beginning January 1927. t return 


would I receive at my age? Which companies 
~~ this kind of insurance? Thanking you, 
am, 
Yours very truly, 
E. G. 


Annuity returns on purchase price 
invested are not so attractive under 
age 60, especially in the case of women. 
As the longevity of women annuitants 
has been shown to be greater than 
that of men beginning at about age 48 
or 50, the annuity income return to 
women is somewhat less than it is to 
men of the same age. At your age—49 
next February—each $1,000 of pur- 
chase price paid would give an income 
return for life averaging about 6%%. 
The income quotations vary somewhat 
in the different Old Line companies, 
featuring this contract, but not much, 
and the percentage above given will 
give you approximately what you can 
expect. For instance, in one reputable 
Old Line company, one of the largest in 
the country, each $1,000 of purchase 
price for an annuity on a woman age 
49 will give her a life income annually 


BYFI Makes a Suggestion 


to the Inexperienced Investor 


Tkese investment recommendations are now a regular feature 
for the guidance of BYFI readers. With the original selection 
of each issue, safety of principal has been a foremost con- 
sideration. Each issue is watched continuously and will be 
replaced at any time that it may become unfit for retention. 
Such changes will, of course, be brought to the reader’s 


attention, if and when they occur. 


Approxi- Yield 
mate to 
Price Maturity 


$5,000 FOR INVESTMENT nai 


Cuba R. R. Ist 5s, 1952 5.45% 
can Sugar Ref. 6s, 1937 5.40% 


of $65.83. It may be arranged to have 
the annuity paid monthly, quarterly, 
semi-annually, or annually. 

We have preferred to abstain from 
preferential advice regarding compa- 
nies, but we may state that there are a 
group of the Old Line companies which 
are especially featuring annuities, and 
which—through close touch with their 
rates—we have observed to be giving 
particularly attractive returns. We 
say this, quite without prejudice to the 
many companies offering annuity pur- 
chases. If you are seriously interested 
in. investment in an annuity, are satis- 
fied with the return of about 6%% 
guaranteed for life on the annuity con- 
tract and would like me to do so, I 
shall be glad to give you further de- 
tails. 


A Joint Survivors Annuity 
Insurance Editor: 

I have been reading your articles on special 
insurance and would like a little information in 
reference to @ joint Survivors Annuity. 

What would be the probable price of capital 
required to purchase an annuity with a return of 
$10,000 or $12,000 per year? Could the same 
be had or would the policy be cheaper by ny 
the payment reduced one-half for the survivor 
In other words, where the annuity was $10,000 

(Please turn to page 487) 
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1 Ameri 
dante U. 8. Rubber Ist 5s, 95 «5.40% 
West Penn Electric $7 Pfd . 6.85% 
U. S. Smelting & Ref. $3% 71.00% 
American Water Works & El. $7 Pfd 6.60% 


THE NEXT $5,000(a) 


Seaboard Air Line Ist Cons. 6s, 1945+ 6.30% 
Nassau Electric 4s, 1951 7.55% 
Western Maryland Ist 4s, 1952 5.85% 
Brooklyn-Man. Tr. $6 Pfd 6.75% 
International Paper $7 Pfd 1.10% 
American Tel. & Tel. common 6.00% 

(a) This group is selected with a view toward probable enhance- 
ment in principal. 

*Recommended to hold at present. tRecommended to replace 
Armour of Del. guar. 5%s, 1943, 


deposit of regular savings, to yield 
Shares of well managed Building & Loar Assn. are 

recommended on the monthly payment plan.... ... 5 to6% 
Endowment Insurance is a suitable medium 

the investor and yields a return of 3 to 3%% 
*Laclede Gas Light Ist and ref. 5%s, 1953 5.20% 





THE NEXT $1,000 


tBaltimore & Ohio ref. 5s, 1995 
tCommonwealth Power 6s, 1947 
TN. Y¥. Steam Corp. 6s, 1947 
Western Pacific Ist 5s, 1946 
*Available in $100 units. fAvailable in $500 units. 
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Taking the “Mystery” Out of the 
Tidewater Associated Oil Deal 


New Company in Sound Position with Bankers Evidently “Holding the Bag” 


two constituent companies. 








FTER about eight 








months of intensive 

merchandising, in- 
vestment firms who par- 
ticipated in the Tidewater 
Associated preferred stock 
offering first made in late 
March, 1926, breathed a 
sigh of relief and the syn- 
dicate agreements were 
terminated. During the 
latter part of December, 
therefore, the market for 
this issue on the New York 
Curb was, theoretically at 
least, a “free market” and 
the behavior of the shares 
was watched with more 
than casual interest. And 
for weeks, the price held 
firm at 971%4—the original syndicate 
price—a performance that appeared to 
indicate that the distribution finally at- 
tained by the three-times-extended syn- 
dicate was nevertheless thorough. 

Following this early showing of 
strength, however, Tidewater Associ- 
ated preferred experienced a slow sink- 
ing spell that brought it down to about 
$94 a share and reduced the market 
valuation of the 800,000 shares which 
will be outstanding when all conver- 
sions are completed by approximately 
2.8 million dollars. Furthermore, an- 
other syndicate composed largely, it is 
said, of the same firms which. partici- 
pated in the preferred stock financing 
has some 1,380,000 shares of Tidewater 
Associated common stock on its hands 
which must be sold for at least $26 a 
share net before the bankers get back 
the eighty million dollars or so that 
were paid in cash for the majority 
stock of the former Associated Oil 
stock. As this is written, the Curb 
market price for this common stock is 
around 22—a level that does not ade- 
quately reflect the real intrinsic value 
of this issue, perhaps, but nevertheless 
presents difficulties to liquidation of 
the syndicate’s holdings. 

The Tidewater Associated financing 
originated during the early months of 
1926 when Pacific Oil—a large stock- 
holder in Associated Oil Company— 
merged with the Standard Oil Com- 
pany of California, throwing control of 
Associated on the market. It was 
known at the time that at least three 
prominent banking groups were inter- 
ested in acquiring this control and 
when the firm chiefly interested an- 
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7 N view of the many inquiries received by 

us and the paucity of information volun- 
teered from official sources, a careful investiga- 
tion has been made of the Tidewater Associated 
Oil financing by a member of our Staff who 
reports the accompanying facts of unusual 


interest. 


nounced that an offer of $58.50 a share 
had been accepted by large holders and 
would be extended to minority stock 
also, it was generally presumed that 
the price had been arrived at after 
spirited bidding among interested par- 
ties. At about the same time it be- 
came known that the newly acquired 
company would be merged with Tide- 
water Oil—a fact that occasioned little 
surprise to those who were familiar 
with the trade relations between the 
two companies long before any consid- 
eration of consolidation arose. 

In spite of the inordinate length of 
time consumed in the marketing of the 
new preferred stuck of the Tidewater 
Associated holding company, there has 
never been any cause for question con- 
cerning the operating and financial 
soundness of the new company. The 
merger is entirely logical from strictly 
an operating point of view and should 
prove beneficial to both units in the 
long run. Associated will occupy a 
stronger position with Tidewater’s 
outlet for refined products and, on the 
other hand, Tidewater now has a much 
desired supply of crude as represented 
in the long-life reserves of Assoclated 
in the pick of California’s oil fields. 
Gradually, the economies in operation 
possible through unified administration 
will be reflected in surer and larger 
net profits for both units. Further- 
more, the financing incidental to the 
merger was so worked out that no 
amount of “hard luck” past, present or 
future in the distribution of any class 
of the new Tidewater Associated se- 
curities can impair the financial sound- 
ness of the new company nor its 


These facts, however, 
must be viewed separately 
from the market activities 
of the banking group, 
which to date has appar- 
ently been none too suc- 
cessful in interesting in- 
vestors in the securities 
which they have for sale, 
except only in one impor- 
tant respect. The financial 
and operating soundness 
of the present Tidewater 
Associated imparts sound 
intrinsic value and invest- 
ment merit to both the pre- 
ferred and common stock. 
Investment values count of 
course in the long run and 
the syndicate is composed of responsible 
firms with strong backing. It would 
seem to be largely a matter of time 
then until the marketing situation can 
be corrected. 

The investor response to a new offer- 
ing is sometimes influenced by con- 
siderations that have nothing to do 
with the intrinsic values involved in 
the securities offered. In retrospect one 
remembers the market excitement in 
food and baking mergers shortly before 
the Tidewater Associated -offering and 
how this public interest was dampered 
by both threatened and actual Govern- 
ment interference under anti-trust 
laws. A more or less routine investiga- 
tion was made of this particular oil 
deal—sufficient to cause some hesita- 
tion on the part of prospective buyers 
of the stock but ultimately giving the 
company a clean bill of health. 

The fact that the new offering 
“moved along slowly” also caused some 
comment not only among dealers but 
their customers as well. One metro- 
politan newspaper went as far as to 
run a “hot news story” in its early 
edition implying that a huge financial 
crash was to be expected in Wall 
Street as the result of “an oil merger” 
currently being consummated, with de- 
tailed comment that pointed unques- 
tionably to this financing under review. 
Although later retracted, this item 
caused wide comment. The fact that 
a syndicate, operating in an unfavor- 
able market could weather such “bad 
breaks,” however, speaks well for its 
solidity, and the liquidation of so- 
called cheap stock held in weak hands 

(Please turn to page 487) 
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There Sa Way 


Get EXTRA profits from your 
investments. This advertisement 
describes a method that many 
thousands have found successful 


O be a consistently 
successful investor 
is good. So good, 

in fact, that most investors are 
content to let it go at that. But, 
to be consistently successful 
and at the same time add sub- 
stantial extra profits to your 
earnings is better... .. and it 
is here that Brookmire Service 
can enter effectively into your 
investment scheme, as it has 
for thousands of others. 


EXTRA profits PLUS 
extra safety 


Many investors, unfamiliar 
with Brookmire Service, believe 
that these higher profits may 
decrease their margin of safety. 
This is not true, as subscribers 
to Brookmire Service know. 
Extra profits to them bring extra 
protection, too, because their in- 
vestments are better balanced, 
more carefully diversified, more 
frequently checked over. 


We KNOW how YOUR 
income can be increased 


It is our business to know. 
For 22 years this knowledge has 
been demonstrated to investors 
in all parts of the country—to 
their own distinct financial ad- 
vantage. The economic trends 
that control the rise and fall of 
security prices are constantly 
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and closely studied. Brookmire’s 
not only understands all these 
trends but interprets them so 
that you can turn them to your 
own profit. Your investments 
are made on knowledge—not 
guesswork. We furnish you the 
two qualities essential to invest- 
ment success; expert knowl- 
edge and practical experience. 


Applying actual facts 
to YOUR investments 
Brookmire Service definitely 
establishes what the real facts 
are; foresees the forces affecting 
the market and applies them to 
your individual investment 
problems and holdings. Brook- 
mire’s tells you what stocks to 
buy, when to buy and when to 
sell. All subscribers are strongly 
urged to consult in person or 
by letter with the Brookmire or- 
ganization on any specific invest- 
ment question. The weekly, the 
fortnightly and 


mended are most important 
features of Brookmire Service 
to investors. 


Every effort is made to give 
all the information of a general 
nature and all the specific facts 
covering individual issues that 
will enhance the profits of each 
and every subscriber to Brook- 
mire Service. 


Send this Coupon 
for EXTRA profits 


This coupon will bring data 
showing why you can make ex- 
tra investment profits by using 
Brookmire Service. It will bring 
you current Brookmire Bulle- 
tins and facts concerning the 
service itself. It will show how 
a long established, tried and 
tested investment method can 
be placed at your disposal to ma- 
terially increase your income. 
No obligation is involved. 


Merely return the coupon for 
an outline describing Brook- 
mire Service and for a specific 
recommendation on what to 
do now in securities. This is 
valuable to you. Act on it now. 





the monthly bul- 
letins which you 
will receive form 
only part of this 
unusually valu- 
able and compre- 
hensive service. 


; Name 
Personal advice 


BROOKMIRE 


ECONOMIC SERVICE INC. 
570 Seventh Avenue 


I should like to learn more about your 
service. Please send me your latest bulletins, 
advice on what to do now... end » copy of 
your descriptive booklet. 


Address 


New York 





and definite lists 
of the stocks and 











bonds recom- 
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ANSWERS TO INQUIRIES 


SUBSCRIBERS—ATTENTION 


@ 


The inquiries presented in 





The Inquiry Department enables you to department. 
adapt THE MAGAZINE OF WALL STREET 
to your personal problems. If you are a 
yearly subscriber, you are entitled to re- 
ceive FREE OF CHARGE a reasonable 
number of PERSONAL REPLIES BY 
MAIL OR WIRE on any security in which 
you may be interested. Inquiries cannot 


be received or answered by telephone nor 
can personal interviews be granted by this 


each issue are only a few of the thousands 
currently received and replied to. The 
use of this personal inquiry service in con- 
junction with your subscription to the 
Magazine should help you to get hundreds 
or thousands of dollars of value from your 
$7.50 subscription. Inquiries from non- 
subscribers of course cannot be - an- 
swered. 




















ORPHEUM CIRCUIT 


1926 seems to have been a very good year for 
musement companies. I notice Loews’ and 
Shubert Theatres have made excellent showings, 
and that Famous Players is giving a good ac- 
count of itself. Have you any data on the 
Orpheum Circuit situation? I have 60 shares 
which I purchased at $20 a share in 1924. I 
have heard some rumors of an impending divi- 
dend increase but do not know whether or not 
these ay a solid basis of fact. Please advise me. 
—J. G. F., New York City, N. Y. 

On the basis of published reports it 
would appear that Orpheum Circuit 
has not shown the spectacular increase 
in earnings that has characterized the 
operations of Loews. Nevertheless, net 
income of 1926 promises to compare 
favorably with that of the previous 
year. In the first six months of 1926, 
Orpheum Circuit earned the equivalent 
of $1.52 a share on the 549,170 common 
shares, practically the same as in the 
corresponding period of last year. The 
last half is expected to make a good 
showing particularly in view of the 
fact that several new theatres are 
drawing large crowds. Orpheum Cir- 
cuit should earn around $3 a share and 
being in very sound shape financially 
is in the position to disburse the great- 
er part of this in dividends. Some- 
thing in the nature of a dividend in- 
crease is not unlikely. There is noth- 
ing about Orpheum Circuit stock calcu- 
lated to inspire great enthusiasm but 
considering the rather favorable long 
range outlook we believe you would be 
warranted in holding the stock for the 
time being. 


SINCLAIR 


I understand the oil situation is much im- 
broved over last year oy He I fail to perceive 
where this betterment has had much effect upon 
Sinclair stock. It seems to move in a narrow 
rut. Has not this company derived its propor- 
— benefit from. better conditions existing? 

ou think there is a possibility of a dividend 
the near future? I have over $4,000 tied up 
in this stock wonder if it would not be ad- 
visable to switch to a more promising i i 
Please give me the benefit of your advice.—J. 
B. Bogota, N. J 


If the $4,000 you have tied up in 


‘ment security. 


1 Be brief. 





Are You Sure of Your Broker? 


We invite correspondence from readers desirous of ascertaining 
the status of brokers with whom they intend to do business. 
make no charge for this service, as we recognize the importance 
of having our readers deal through reliable firms. 


Subscribers wishing to avail themselves. of the privilege of the 
Inquiry Department should be guided by the following: 


2 Confine requests for an opinion to three securities. 
3 Write name and address plainly. 


We 








Sinclair constitutes the bulk of your 
resources, we would advise you to 
switch to a more conservative invest- 
If on the other hand 
you are in the position to assume a 
degree of speculative risk we would 
suggest employing some further pa- 
tience. Sinclair has derived its pro- 
portionate benefit from better oil con- 
ditions prevailing this year. Net in- 
come before taxes and reserves in the 
first half of 1926 amounted to 16.92 
millions, compared with 10.26 millions 
in the same period of 1925. Sinclair 
does not make public a quarterly state- 
ment but the general belief in oil cir- 
cles is that a further improvement was 
registered in the closing months of 
1926. Predictions freely made that Sin- 
clair will earn somewhere around $4 
a share on the 4,499,162 common shares 
seem to rest on a solid foundation. 
Reflecting the uncertainties attached to 
the Teapot Dome situation as well as 
other depressing influences, the shares 
have persisted in a narrow area, but 
in view of existing circumstances and 
visible prospects it would seem that 
some price appreciation is not only 
warranted but is probable. 


INSPIRATION 
As I am az stockholder in Inspiration Copper 


I am very much interested in reports now being 
circulated to the effect that this company has 
materially reduced its operating costs. I under- 
stand from a very good ‘source that Inspiration 
will earn somewhere between $5 and $7 a share 
next year even on the present price of copper. 
If this is true I am tempted to increase my 
a Please advise me.—N. W. Camden, 


It cost Inspiration Copper an aver- 
age of 12.285 cents a pound before de- 
pletion and federal taxes to produce cop- 
per in 1925, but the completion of its 
new leaching plant for treating mixed 
oxide and sulphite ore is expected to ef- 
fect important reductions. Estimates of 
a saving of as much as two cents a 
pound seem to have a solid basis of 
fact. Further, the production facili- 
ties of. the company will be consider- 
ably increased, giving Inspiration an 
additional output of around 50 million 
pounds of copper per annum. Accept- 
ing these estimates as fact for pur- 
poses of comparison and assuming an 
average price of 14 cents a pound for 
copper sold during 1927, Inspiration 
should add around 2.5 millions to earn- 
ings, or the equivalent of something in 
excess of $2 a share. This should 
bring net up near the $5 a share mark, 
but anything higher than this is un- 
likely unless copper prices advanced 
farther than is expected. On the basis 
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New Policy for the Business Man 


Another Forward Step in a Record of Low Cost 
and Sound Legal Reserve Life Insurance by the 


Postal Life Insurance Co. 


JA 


Are you facing an unusual exigency in business? 
Have you a heavy loan at the bank? 
Have you a mortgage on the factory ? 


Is the success of your enterprise for the next few years 
dependent on the present man at the helm? 


The life - prolong- 
ing service of the 
Company’s Heal 
Bureau benefits 
fs gen mae and 
elps also to keep 
insurance 
down, 


cost 


NUARY 1, 1927 


If so, your requirements are met by the POSTAL LIFE’S 


BUSINESS MAN’S POLICY 
issued in units of $5,000 


Based on an experience of twenty years, this Company’s economies are 
now being more strikingly shown. 


The conditions in the Company that have contributed to low cost of insurance will 
continue and improve. 


What Sustains and Helps the Company 


Standard, Old Line, Legal Reserve Insur- 
ance, $50,000,000, issued. 


Income from Insurance and Investments, 
over $2,000,000 Annually. 


Standard Policy Provisions Approved by 
New York Insurance Department. 


Standard Policy Reserves, $12,947,781 as 
per New York State Certificate of Valua- 


Operated Under Strict Requirements of 
New York State, and Subject to the United 
States Postal Authorities everywhere. 


High Medical Standards in the Selection 
of Risks. : 


Payments of Premiums Monthly, Quarterly, 
Semi-Annually, or Annually, optienal with 
the Policyholder at any time. 


tion. 


Record of Payments to Policy Beneficiaries 
during Twenty Years: 
Endowments, Death Claims, 
Values, Dividends, Policy Loans, 
267,790. 


Dealing directly at headquarters for one’s 
insurance. 

Maturing 
$24, Selecting one’s Policy voluntarily from of- 


ficial data. 


Call at the Company’s office, or simply use the 
Coupon, or write and say, “Mail me information 
as to Business Man’s Policy mentioned in THE 
MAGAZINE OF WALL StreeT, of Jan. Ist, and in’ 
your letter be sure to give 


MWS 1-1-27 
Postal Life Insurance Company 
511 Fifth Ave., New York 


1. Your full name; 2. Your occupation; 
3. Exact date of your birth. 


Without obligating me, send full par- 
ticulars for my age as to Business 
Man’s Policy. 

Every standard form of Life and Endowment 
insurance is issued by this Company and infor- 
mation as to any of them will be gladly fur- 
nished. 

When your inquiry reaches us no agent will be 
sent to visit you. We desire to co-operate with 
you directly, and have you think out with us 
your problems, from documentary matter sub- 
mitted. Because we employ no agents the re- 
sultant commission savings go to you. 


POSTAL LIFE INSURANCE COMPANY 
WM. R. MALONE, President 
511 Fifth Avenue, Corner 43d St., New York 
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Business in Even Tenor 


Production Continues Heavy Although Forward Buying Is Restrained—Prices Stable 





STEEL 











Improvement Seen 


of the year prevails, but the sea- 

sonal let-down presents no marked 
features. While nothing of a startling 
nature has occurred, many indications 
of an improvement are beginning to 
crop up. Not a few consumers find that 
steel stocks in their hands are unusu- 
ally low, and first quarter requirements 
should be in somewhat better demand. 
Production at the present time reveals 
little change, operations being esti- 
mated at between 70 and 75% of theo- 
retical capacity. Shipments, however, 
have been heavy; and bookings have 
béen running at a considerably higher 
rate. The Steel Corporation’s un- 
filled tonnage, as of November 30, was 
3,807,447 tons, about 123,786 tons over 
October. This is the third successive 
increase, and from the low point of 
3,478,642 tons in June represents a 
gain of nearly 329,000 tons. These 
bookings may be accepted as a barom- 
eter; and it is quite apparent that, with 
expected new buying on a larger scale, 


(Please turn to page 488) 


eres dullness at the close 


COMMODITIES* 


(See footnotes for Grades and 
Unit of Measure) 


1926-——___-- 
High Low *Last 
Steel (1) \e $35.00 $35.00 
Pig Iron (2) .... z K 


Copper (3) 
Petroleum (4) 
al (5 


eeessssssss 
oN 


RSSSSSSescserk: 


0.03% 
Lumber (18) .... 24.40 20. 


PS 


*Dec. 18. 

(1) Open hearth billets, $ per ton; (2) 
Basic Valley, $ per ton; (3) Electrolytic, 
ce. per pound; (4) Mid-Continent, 86°, $ per 
bbl.; (5) Pittsburgh, mine run, $ per ton; 
(6) Spot, New York, c. per pound; (7) 
No. 2 red, New York, $ per bushel; (8) 
No. 3 Yellow, Chicago, $ per bushel; (9) 
Light, Chicago, o. per pound; (10) Top, 
Heavies, Chicago, c. per lb.; (11) Rio, No, 
7, Spot, c. per lb.; (12) First Latex crepe, 
ec. per Ib.; (13) Ohio, Delaine, unwashed, 
ce. per lb.; (14) Medium Burleigh, Ken- 
tucky ¢. per lb.; (15) Raw Cubas, 96° 
Full, Duty, o. per Ib.; (16) Refined, c, per 
Ib.; (17) Newsprint per carload roll, c. per 
oo fia Yellow pine boards, f. o b. $ 
per M. 
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THE TREND IN MAJOR INDUSTRIES 


STEEL—Orders from carriers and railroad equipment 
makers constitute backbone of the industry at present. 
New business places most companies in slightly more 
favorable position than at opening of December. Steel 
prices hold well but pig iron evidences further declines. 


PETROLEUM—With crude production up to December 18th 
equal to whole year 1925, it is certain that 1926 will make 
new high record for annual output. Pipeline and tank 
farm stocks are increasing heavily. Gasoline refinery 
prices are slightly improved on increased export demand. 


METALS—Copper has responded with renewed domestic 
buying to lower prices and announcement of British 
Metals Corporation it will operate independently of 
Copper Exporters’ Association. Lead and zinc are steady 
and aluminum is in large production, but prices generally 
show little inclination to appreciate. 


RAILROADS—Freight movements still continue in record 
volume with first ten months total 7.3% over correspond- 
ing period of last year. Equipment is reported in good 
condition, while improved volume in new equipment 
orders sounds a salutary note for its continuance, as well 
<i in fortunes of car and locomotive builders 

or 1927. 


AUTOMOBILES—Factories are curtailing operations to min- 
imum without labor lay-off. Accumulation of cars re- 
sulting from abrupt slackening in buying in late October 
has increased dealers’ stocks and necessarily restricts 
shipments by manufacturers. Truck and bus buying 
alone continues active. 


LUMBER—Signs of more than seasonal slowing down are 
apparent in continued decline in shipments and new 
business in both Southern and West Coast mills. 


COAL—Bituminous markets have weakened as production 
continues heavy and conditions in England make rapid 
strides toward normal even to the extent of Cardiff once 
more bidding for foreign business. Prices are still above 
1925 levels but stocks and the rate of production con- 
siderably exceed domestic requirements. Anthracite 
markets are slightly stronger on colder weather. 


RETAIL TRADE—Although holiday buying was late in get- 
ting underway, its volume toward the close of the season 
is reported, by representative stores, to exceed even last 
year. Moreover the distribution of buying is such as to 
include not only luxuries and non-essentials but furni- 
ture, housefurnishings and apparel. 


SUMMARY—Although proceeding on a lower level of activity 
than in mid-year, business as a whole is steady and prices 
are generally stable. Production is large in both raw and 
finished lines and while buying continues strictly hand 
to mouth, goods are moving into distribution in fair 


volume. 














LET OUR BUILDINGS BUILD YOUR FORTUNE 


PARTNERS 








a E invite you to become our part- 
af ner in the ownership of sound, 
phi e n p of sound 








| substantial, profitable apartment struc- 

| ‘| tures. You and your fellow investors 

ms will be half-owners and will share in 
3 profits equally with us. 





If you own a bond secured by a build- 
ing, your income is limited to a fixed 
amount of interest. As a part-owner 
there is no set limit to your profits. 


you will own a preferred investment which 
pays you 6% cumulative dividends. 


as earnings of the property accrue, your 
money will be paid back te you in 10 equal 


installments. 


ship—you and your fellow investors owning 


A 
T half, Mabistedt-Steen owning the other half. 


R you will retain a permanent pro rata owner- 
¥ 


Mahlstedt-Steen buildings are erected for permanent ownership and 
income, not for speculative profits. The Mahlstedt-Steen organiza- 
tion plans them, builds them, manages them, for your benefit equally 
with its own. 





Here is an exceptional opportunity to invest from $100 up in income- 
producing real estate with an experienced, successful, responsible part- 
ner. Look into it. Mail the coupon today for full details. 


Mahlstedt-Steen Securities Corp. 


52 Vanderbilt Ave., New York 
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1000 


and the 
FRENCH PLAN 


The investment of $100 in any 
French building gives you a share 
in the ownership and participation 
in the profits of an _ exceptionally 
sound income-producing property. 
The FRENCH PLAN insures the 
following unusual advantages: 


SAFETY—Your investment is 
safeguarded by the entire net in- 
come from the operation of the 
property—not only for the payment 
of interest—but until every dollar of 
your original investment has been 
repaid to you in ful 


2. 


INCOME—Yonur investment pays 
6% cumulative interest plus return 
of your original investment. 


3. 


RETURN OF CAPITAL—Your 
original investment is returned to 
you in ten equal retirements. Rel- 
atively, your investment under The 
FRENCH PLAN is a short-term 
investment. 


PROFIT—After the repayment 
of your original investment—plus 
6% interest—you receive 50% of 
the net profits from the property 
without one dollar of your original 
investment! 


SEND THE COUPON 


The Coupon below will bring you 
full details of The FRENCH 
PLAN, so that you can see what it 
should produce in income and 
profits on any portion of your in- 
vestment funds. Tear it out—now 
—and mail it TO-DAY! 


FRED. F. FRENCH 
INVESTING CO., Inc. 


350 Madison Avenue 
New York, N. Y. 


1—-——— SPECIAL COUPON -——— 
WA 


— 

I 

FRED F. FRENCH INVESTING | 

COMPANY, Inc. 
350 Madison Avenue 

New York, New York | 

Send the 64-page book, “The Real Estate | 

Investment of the Future,” and also in-_ | 

t income | 

| 

| 

| 

| 


me by the investment of any 
under the FRENCH PLAN. 


! 
| 
City ... 
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Income Tax Department 


Conducted by M. L. SEIDMAN 


Note: This department will be continued 
in each issue until March, Its purpose is to 
give investors sufficient information on the 
income tax laws to enable them to make out 
their returns properly. For this reason, we 
have used a smaller size type than usual in 
order to incorporate as many points as pos- 
sible in the available space. Mr. Seidman, 
who conducts this department, is one of the 
best known experts on the subject in the 
country. Inquiries of reasonable length will 
be answered and letters should be sent to 
INCOME TAX DEPARTMENT, The Magazine 
of Wall Street, 42 Broadway, New York City. 


N the last article we went over the rules 

for determining who must file returns. 

We will now consider the question of ex- 

emptions, and see how the two subjects 
are closely linked. 


Single Person’s Exemption 


We said that a single person was required 
to file a return if his net income was $1,500 
or more. That is so because every single 
person is entitled to an exemption of $1,500. 
If his net income is less than that amount, 
he has no tax to pay. 


Married Persons 


We also said that a married person must 
file a return if his net income was $3,500 or 
over. Here, too, the requirement is directly 
correlated to the exemption, for married per- 
sons get a $3,500 allowance. 

Furthermore, we saw that it is the com- 
bined income of the husband and wife that 
determines whether a return is to be filed. 
Correspondingly, in the matter of exemptions, 
the $3,500 is for the husband and wife, 
taken as one marital unit. That is to say, 
the combined exemption of both husband and 
wife is $3,500. they were to file a joint 
return, that is the amount that would be 
shown. However, if separate returns are 
filed, they may divide the $3,500 between 
them in whatever proportion they like. The 
husband can take the whole $3,500 on his 
return, or the wife can take it all in her 
return. The husband may take half, or a 
quarter, or any other fraction of the total 
amount allowed, and the wife take the re- 
mainder, or vice versa. That is entirely up 
to them. It often makes a difference in the 
total tax to be paid by a husband and wife 
as to just how they do divide their exemp- 
tion. his phase of the subject will be more 
fully discussed in a later article. 

hat happens where a person marries dur- 
ing the year, so that he was single for some 
part of the year and married for the other? 
How is his exemption computed? The rule 
is very simple. The exemption is determined 
on an apportionment basis. Just take the 
single person’s exemption, figured pro-rata, 
for the number of months that he was single, 
Plus the married man’s exemption for the 
number of months he was married. Let us 
work out a few cases. Suppose a person is 
married on July 1. That would mean that 
during the calendar year, he was single six 
months and married six months. His exemp- 
tion applicable to the period that he was 
single would be one-half of $1,500, or $750; 
the exemption for the period that he was 
married would be one-half of $3,500, or 
$1,750. His total exemption for the year 
would therefore be $2,500. If he were mar- 
ried on October 1, we would work it out in 
the same way. Being single nine months, 
the exemption applicable up to October 1 
would be nine-twelfths of $1,500, or $1,000; 
for the three remaining months that he was 
married, the exemption -would be three- 
twelfths of $3,500, or $875. His total ex- 
emption would therefore be $1,875. 


Head of a Family 


There is one exception to the general rule 
that a single person is entitled to a $1,500 
exemption, namely, in the case of the head 
of the family. A single person that is the 
head of a family gets an exemption of $3.500. 
To the married man, the rule for head of the 
family is immaterial, because he is entitled 
to that amount in any event. 

at do we mean when we say, “the head 
of a family?” ‘The head of a family is one 
who supports and maintains in his house- 
hold one or more dependents. Note that two 
elements must be present. There must be a 
dependent, and the dependent must live with 
the taxpayer. The absence of either one of 
these elements defeats a person’s claim for 
exemption as head of a family. Thus, a son 
here, who supported his parents living 
abroad, would not get the head of the family 
exemption, but if his parents resided here 


and he lived with them, he would get the 
$3,500 allowance. 


Corporations and Others 


In the case of corporations, while every 
corporation is required to file a return, not 
every corporation is entitled to an exemp- 
tion. If its net income is less than $25,000, 
it has $2,000 exemption. If its net income 
is more than $25,000, it gets no exemption 
whatsoever. 

Partnerships not being taxable entities, are 
not entitled to any exemption. They get 
their exemption indirectly through the al- 
lowance to the partners individually. 

Estates and trusts being regarded as single 
persons, are entitled to the single person’s 
exemption of $1,500. That explains why 
estates and trusts having net incomes less 
than that amount need not file returns. 

We have here discussed the exemptions 
that are allowed as a matter of right, by 
mere virtue of being a taxable person. There 
are additional exemptions that are allowable 
where special circumstances exist. For ex- 
ample, the exemptions allowed individuals for 
dependents, 


What Is a Dependent? 


An additional $400 credit is allowed for 
every dependent. It is important to under- 
stand just what is meant by the word “de 
pendent,” because its significance for income 
tax purposes is far different than its ordi 
nary meaning. A dependent is one under 
the age of eighteen, or mentally or physi- 
cally Incapable of self-support. {ft will thus 
be apparent that a parent may not claim the 
$400 credit for a nineteen-year-old son _ that 
is being supported through college, Like- 
wise, a son could not claim the $400 allow- 
ance for the support of a parent, even 
though he actually did support his parent, 
unless the parent were mentally or physi- 
cally incapable of self-support. 

Another factor to be borne in mind is that 
the taxpayer must be the chief contributor 
to the support of the dependent before he 
can become entitled to the $400 allowance. 
In other words, only one exemption can be 
taken for the support of any one individual, 
and sometimes not even the one. If, for 
example, two brothers contribute to the sup- 
port of a sister, it is only the brother con- 
tributing more than per cent of the 
amount required for the sister’s support who 
can take the $400 allowance. If they both 
contribute equally, then neither one of them 
is entitled to the exemption. 

It is generally believed that for a person 
to be a dependent, he or she must in some 
way be related to the taxpayer. That is not 
so. Neither blood relationship, nor even a 
legal obligation to contribute to the support 
of the dependent, need be present. A mere 
moral obligation is sufficient. Nor is it re- 
quired that the dependent live with the tax- 
payer. A son supporting his infirm parents 
residing abroad, may take the benefit of the 
credit for dependents. If he lived with them, 
he would, in addition, be considered as the 
head of a family, as we have already seen, 
but that is another matter. 

Furthermore, it is to be noted that the 
$400 allowance is for each dependent. If 
there are three dependents, the allowance 
in this respect is $1,200. If there are four, 
it is $1,600, and so on. 


Husband and Wife 


Irrespective of what the facts may be, a 
wife cannot be considered as the dependent 
of a husband, or vice versa. The $3,500 ex- 
emption allowed them is deemed to take 
care of this —- dependency of one upon 
the other. owever, that does not prevent 
either one of them from having other de- 
pendents. They could, of course, take the 
exemption for the children below the age of 
eighteen. But this point should be noted. 
While the $3,500 exemption can be divided 
between them in whatever proportions they 
see fit, only the one actually contributing 
to the support of the children may take the 
exemption for dependents. 


Head of Family 


When we come to the head of a family, 
the rule is a bit different. The $3,500 al- 
lowance does not include any allowance for 
dependents. It merely is for the fact that 
there are dependents, irrespective of age or 
ability of self-support, that reside with the 
taxpayer. If the dependent should be below 
the age of eighteen or incapable of self- 
support, the $400 allowance | be taken 
in addition. Thus, the head of a family 
supporting a sixteen-year-old brother would 

(Please turn to page 454) 
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Built for the Builders of Business 


HE President is a Studebaker Big Six Custom Sedan 
for seven—the only custom car ever created for 
America’s executives and christened in their honor. 

The rich, rounded contour of its low-swung custom 
body is agleam with lustrous lacquers. Its interior is 
luxuriously upholstered in broadcloth or fine mohair 
with broadlace trim and Butler finish hardware. 

The President has four-wheel brakes, 
disc wheels and a no-draft ventilating } 
windshield (exclusively Studebaker) 
which admits fresh air without drafts, 
and excludes rain—even in the heaviest 
Storms. 

And for power: the quiet Studebaker 
L-head motor, first to beat the fast sched- 


7 Dp gE 


windshiel 
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The PRESIDENT 1 


A Big Six Custom 
Sedan (for seven) 


$2245 


f..0. b. factory, including 
disc wheels, 4-wheel brakes, 
t ventilaling 
(exclusively 
Studebaker) 


and no-dra 


ules of crack transcontinental Limiteds. The President 
is equaled in rated horsepower by only seven American 
cats costing two to four times more. 

For the first time in motordom, The President brings 
custom exclusiveness within the scope of a One-Profit 
price. There is no car like it on a price comparison— 
no price like it on a car comparison! 


Equipment— No-draft ventilating windshield, exclu- 
sively Studebaker; nickel-plated front and rear bumpers; 
Watson Sstabilators; engine thermometer, clock and 
gasoline gauge on the dash; coincidental lock; oil filter 
and air purifier; automatic windshield cleaner; double 
rear vision mirror; vanity case; smoking set; clock; arm 
rests; toggle grips; dome light, automatically turned on 
when right rear door is opened; traffic signal light; 
emergency extension lamp; 4- wheel brakes; full-size 
balloon tires; and two-beam nickel-plated acorn head- 
lights, controlled from steering wheel. 
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CONSULT yar 
EALER, 
BOLXPERT 


When — transferring demands 
halt the efficiency of your filing 
equipment; 





When—the history of this year’s 
business passes into the archives; 


When —the hustle and con- 
fusion of transferring makes 
costly mistakes inevitable. 


Consult your G-W Dealer—he 
has the Safe-guard System (Se- 
lection by color)—the Steel file 
with the “‘life-time”’ roller slide 
—brass railed, linoleum topped 
counter high  sections—steel 
transfer cases built like ordinary 
steel files—efficiency aids that 
retard profit leaks. 


Your G-W Dealer is an Equip- 
ment Expert—Globe-Wernicke’s 
45 years of contact with business 
problems, combined with G-W 
equipment, gives him an un- 
usual command of your efli- 
ciency needs. 


In transfer cases alone—he can 
show you 12 economic points to 
consider when buying. Ask your 
G-W Dealer for ‘‘ Clearing the 
Way for Bigger Business”’ or 
mail the coupon —today. 


Globe “Wernicke 


CINCINNATI 


The Globe-Wernicke Co., 
Cincinnali, Ohio. Dept. MW-18 
Gentlemen: 


What are the 12 economic points to consider in 
buying Transfer Cases? Please send me a copy of 
“Clearing the Way for Bigger Business.” 


PPG CCEREk ete SahGenthvans oka Sheen oahenseus 


NC a tbe hos Shun sees abs eebees oaGeeoeeee 











(Continued from page 452) 
be entitled to a total exemption of $3,900, 
and not only $3,500. 


Last Day Controls 


Suppose a child were to reach his eigh- 
teenth birthday during the year. Is the 
$400 to be apportioned? Or, suppose a 
child is born on the last day of the year. 
How would the exemption be computed? We 
saw that in the case of the $1,500 and 
$3.500 exemptions where a person was mar- 
ried during the year, the exemption wag ap- 
portioned for the time that he was single 
and for the time that he was married. But 
that is not so when it comes to computing 
the credit for dependents. It is the situa- 
tion on the last day of the year that con- 
trols. Thus, in the case of a child that 


became eighteen during the year, the parent 
would not be able to take any credit at all 
for supporting the child, since on the last 
day of the year the child was over the age 
of eighteen. On the other hand, where a 
child was born on the last day of the year, 
the parent can take the full $400 allowance 
for the entire year. 


Summary 

To summarize the rules with respect to the 
credit for dependents, we have seen that 
$400 is allowed for each person to whose 
support the taxpayer is the chief contribu- 
tor; that a dependent is one under the age 
of eighteen, or physically or mentally in- 
capable of self-support, and that it is the 
situation existing on the last day of the 
year that determines how much the total 
allowance for dependents is to be. 








Land Company of Florida 








N response to several inquiries on 

developments with regard to the 

Land Company of Florida, we have 
secured information which we believe 
wili be of value in giving shareholders 
a more adequate picture of the pres- 
ent situation than they have recently 
been able to secure. Developments 
have passed, in certain respects, from 
the promotion stage to the stage otf 
concrete accomplishment. 

The divisional headquarters of the 
Seaboard -Air-Line at Indiantown has 
almost been completed and will prob- 
ably be in operation some time in 
Spring. Houses are in process of erec- 
tion for the employes of the road, and 
it is expected that the town will have 
about 1,000 inhabitants at the start, 
with expectations of further growth 
which in several years will support a 
population of 5,000. Indiantown will 
be the focus about which will radiate 
the various activities of the Land Com- 
pany. 

Barring unforeseen developments, 
the company should receive from $750,- 
000 to $900,000 from the sale of its 
timber. -It is estimated that it will 
take about five years to clear this tim- 
ber. 

The unusually rich fertility of the 
land owned by the company makes it 
especially desirable for farm purposes, 
and it is the principal plan of the com- 
pany to sell—only to those who will 
farm—in parcels of from five to ten 
acres. The company has practically 
completed its plans in this respect, and 
will within a reasonable period com- 
mence disposing of certain portions of 
its acreage. 

The officers of the company—who 
are identical with the officers of 
the railroad—determined before de- 
veloping the property further to wait 
the ending of the Florida specula- 
tive real estate bubble, as they wish 
to proceed along sound lines. With the 
situation now back to normal, the Flor- 
ida Land Company is in a position to 
hasten, so far as conditions permit, the 
plans it laid down some time ago. This 
explains the seeming inactivity of the 
company during recent months. It is 
difficult to appraise at this time the 
actual value of the land, but it varies, 
it is claimed, from $100 an acre rough- 
ly to $1,000 an acre, and in certain 
localities, especially at Indiantown, the 


land will be sold for as high as $5,000 
an acre in building lots. The bulk of 
the property, however, at this time 
probably has a developed value of not 
over $100 an acre though as the land is 
made available for farming purposes 
and as the population increases, the 
value will naturally increase. 

The central point of interest to 
shareholders is the fact that the Sea- 
board Air-Line is responsible for the 
further developments of the Land Com- 
pany of Florida, and thus, in a broader 
sense, guarantees that the develop- 
ments which the company has in mind 
will be carried on. Of course, such de- 
velopments take considerable time be- 
fore they can be counted on to produce 
results, and it should not be imagined 
that the company is likely to be in re- 
ceipt of any considerable sums in the 
very near future from the sale of its 
properties. Yet, the large commitment 
made by the Seaboard Air-Line in the 
new headquarters at Indiantown, the 
letting of the contract for the clearing 
of the timber and other concrete de- 
velopments would seem to indicate that 
the situation is now in its beginning 
stages of actual improvement. 

The shares neither seem under or 
overvalued in consideration of actual 
work done to date. Their chief at- 
traction consists as heretofore of the 
long-range possibilities for the com- 
pany. With the Seaboard Air-Line 
actively identified with the properties, 
there seems little reason to doubt that 
in time the shares will reflect the in- 
creasing value of the properties. It 
need not be said that the shares are 
only suitable for those who can afford 
to undertake a business man’s specula- 
tion without counting on receiving an 
income from the same at any time in 
the near future. 


The Magazine of Wall Street has compiled 
a list of books on speculation, Economics 
and Business subjects published by other 
companies. All of these books have been 
read by our Staff of experts and we heart- 
ily recommend them to our readers. We 
invite further correspondence about this 
list. Address your inquiries care of Book 
Department. 
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~ acts, Graphs and Statistics that will help you make your 1927 Business and Investment Plan 





ied ~~ Free to Yearly Magazine Subscribers 
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LLSTREET 


Announces the Publication of its Fifth Annual 


MANUAL 


A Year Book of Financial, Industrial, Security and Economic 
Data. It is a most complete and helpful Manual prepared in 
a unique style, that saves the investors’ time and yet gives 
them complete information on every important industry and 
security. 


Yearly Magazine Subscribers Get This Volume Free 


; HIS volume, issued on February 19, 1927, contains in statistical and text form, 
Because oj the success of this information that will be invaluable as a foundation upon which to construct your 
book and the enthusiastic re- business and investment program through 1927. 

ception given it by our sub- 
scribers, it is now published The contents of this Manual have been selected by experts who devote their entire 
regularly every year. This time to analyzing business and investment conditions. They know what facts and com- 
Manual is not for sale and parisons will give you a basis for analyzing and forecasting business conditions and 
can be secured only through selecting profitable investments. In this new Manual we give this information in handy 
our FREE OFFER. reference form. It also enables you to determine the comparative strength or weakness 
of securities in the same groups. 


























By publishing this Manual in February it is possible for us to include the Annual Reports of a large number of 
corporations as well as preliminary annual statements. This book will be of tremendous help to every business man and 
investor throughout the coming year in making their investment and trading selections. Among other important features 


are: 
MARKETS— FOREIGN TRADE AND FINANCE— 
H Foreign Bonds. 
by E  c. Review, Foreign Exchanges in 1926, with Tables and Graphs, 
Comparison of carnings of all leading companies for several years back. 
New Stock Listings. BONDS— 
Stock Market Range for 1926. Bond Financing. 
Dividend Changes in 1926, Review of Unlisted Bonds. 


Bond Market in 1926. 

eng —- Range for 1926, SECURITIES 

DOMESTIC TRADE AND BUSINESS— Earnings and Financial Position, with Charts and Tables. 
z ‘ s . F Railroads Automobiles Mining Sugar 

ere See, Cote the General Situation. Public Utilities Guaiide pose — 

peta Ab Including Price Fluctuations in 1926. oe ye Packing porate ho Shipping 

Record of Production in Leading Commodities. ain Stores Machinery i Tobacco 

Mail Order Insurance Tires Radio 


Corporation and Government Financing in 1926, 
Important Economic and Political Events. Accessories Textiles Paper Curb 


One hundred tables and charts illustrating basic conditions in each industry and fully detailed tables giving leading com- 
panies’ earnings, financial position, etc., over a period of years. The charts and tables in this year’s Manual are especially 
important, as 1926 is added to previous tables without omitting a previous year, thus giving you the ranges of prices over 
periods of the last few years. Practically every company of importance whether-.listed or unlisted is included. The data 
gives the investor a complete record of the growth or decline of practically every leading corporation, which will enable 
him to determine the real trend of the company’s affairs. 


The Manual of THe MaGAzINE oF WALL STREET will give the latest obtainable official, semi-official, or other authori- 
tative data regarding the complete year’s operations in all industries, and the principal corporations. It ts broader and 


more comprehensive than ever before. 


This valuable volume will be sent you FREE as soon as issued, providing you send in your sub- 
scription to The Magazine of Wall Street for one year, using the Special Offer Coupon. 


SPECIAL FREE Manual Offer SPECIAL FREE Manual Offer 


THE MAGAZINE OF WALL STREET, 
42 Broadway, New York City. 
I enclose $7.50. Send me THE MAGAZINE OF WALL STREET for one year (26 issues), beginning with the next issue. 


It is understood I am to receive free: 
The Magazine of Wall Street Manual, issued February 19, 1927. 
Address 
Publisher’s Note—If you are already a subscriber, your subscription will be extended for one year from present date of expiration. 
Jan. 1-M. : Canadian Postage 50 cents Extra; Foreign, $1.00 Extra. 
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As Business “Speeds Up” 


Here are important facts: 


1. Today, in this country with its 
17,000,000 telephones, there are 
70,000,000 telephone conversations 
daily. A large part of these deal 
with business matters. 


2.It takes only about thirty seconds, 
on an average, to establish business 
contacts by telephone. 


This tremendous number of calls, with 
the rapidity of their completion, is not 
only an indication of the way modern 
business has “speeded up”, but is also a 
reflection of the part played by the 
telephone in the speeding up process. 


Gathering speed, American business has 
required speed from the agencies which 
serve it, and help to make it great. The 
telephone has kept—if indeed it has not 
set—the pace. 


This nation-wide service and the facilities 
that make it possible underlie Bell System 
Emaar Securities. 
This investment stock can be bought in the 


open market to yield a good return. Write 
for booklet, “‘Some Financial Facts.” 





SECURITIES CO. hr 


D.F. Houston, President 


195 Broadway NEW YORK 











E extend the facilities of our organization to those 
desiring information or reports on companies with 


which we are identified. 


Electric Bond and Share Company 


(Incorporated in 1905) 
Paid-up Capital and Surplus, $85,000,000 


71 Broadway New York 


SLIGHT RECESSION AS 
NEW YEAR OPENS 


(Continued from page 420) 


at the Federal Reserve. Bank loans 
seem to be increasing faster than de- 
posits, reflecting a greater strain than 
usual at banking quarters. The money 
situation coniinues relatively easy, but 
in view of the banking conditions, rates 
hardly are likely to decline further 
in the near future except in the 
unlooked-for event of general busi- 
ness__ liquidation. Under the _in- 
fluence of easy money conditions, 
prices of bonds and other high-grade 
fixed-interest investments have con- 
tinued to rise, reaching their highest 
prices in about fifteen years. It seems 
likely that bonds will continue to move 
forward under the impetus of° the 
widening investment demand. 

Commodity prices are firmer than 
they have been, and are at practically 
a level below which they are not likely 
to decline in the near future. There 
are certain exceptions such as cotton 
and wheat, the former particularly, 
which will sink to even lower levels 
than those prevailing, but, on the 
whole, commodities are holding their 
own, with some conspicuous examples 
of advances, such as in raw and refined 
sugar. 


Conclusion 


Business. conditions are fair and will 
probably continue so for a period, but 
the longer-range outlook seems to favor 
a slightly lower range of activity which 
may develop into a recession of some 
proportions, the latter eventually, how- 
ever, not being discernible at this time. 








A FORTY-MILLION DOLLAR 
“POOL” 


(Continued from page 4138) 








entirely to the tire purchaser. Produc- 
tion has of necessity been irregular, 
and therefore most costly; dealers 
have been disgruntled by price changes 
and accumulation of stock in dealers’ 
hands has added to sales expenses. 
The tire companies, therefore, in addi- 
tion to participating in whatever prof- 
its may be realized by the “pool” will 
eliminate a prominent factor in past 
profit uncertainties by playing the part 
of the speculator in rubber. 

It need not be said that with this 
heretofore adverse factor out of the 
way the tire and rubber companies face 
the future with greater confidence 
which may also be shared by the stock- 
holders, for they face a more even 
period of earnings than for a long 
time. With a normal demand for 
manufactured rubber goods in 1927, 
earnings should increase and the price 
of representative rubber securities go 
higher. | 
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eyecurities Carried on Conservative Margin 





Weekly Out-of-Town 
Stock Letter Accounts 


A special department of our 


—pointing out economic con- ee . 
organization is completely 


ditions that may have a vital : 

bearing upon the course of equipped to give a prompt 
- and effective service to out-of- 

security prices. town clients. 


Sent gratis on request for M. W. 4 We invite correspondence 


Josephithal & Co, 


Members New York Stock Exchange 


120 Broadway * New York 
Telephone Rector 5000 
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You Can Buy Good Securities 


In Small or Large Lots on 


PARTIAL PAYMENTS 


Ask for Booklet MW-6 which explains our plan and terms 


Odd Lots of Stocks bought outright for 
cash or carried on conservative margin 


James M. Leopold & Co. 


Members New York Stock Exchange 


WALL STREET NEW YORK 
Established 1884 
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Odd Lots 


Small accounts receive 
the same courteous and 
painstaking attention 
as large accounts. 


Ten shares and more 
carried on conservative 
marginal basis. 


One share and more 
bought for cash. 


Your Inquiries Invited 


100 Share Lots 
Curb Securities Bought or Sold for Cash 


John Muir & (0. 


Members 
New York Stock Exchange 
New York Cotton Exchange 
Associate Members 
New York Curb Market 


61 Broadway New York 


























WE OFFER 


MARKET LETTER service 
covering, weekly and 
monthly, all important fi- 
nancial developments and 
our interpretation of their 
effect on the securities 
market. 


Write for weekly letter No. 
MWW or monthly letter 
No. MWM 


GOODBODY & CO. 


Members New York and Philadelphia 
Stock Exchanges and New York 
Curb Morket 
115 Broadway 350 Madison Ave. 
NEW YORK 


BRANCH OFFICE 
1605 Walnut St., Philadelphia, Pa. 
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Hayes Wheel ack ee ca 
Houston Oil 25% 86 
Hudson Motor Car oe 
Hupp Motor Car 
oe ee gece 
Inspiration Copper .... 
Inter. Business Mach.. 
Inter, Combustion Eng 
Inter, Harvester 
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Kelly Spring told Tire 
Do. 8% Pfd 
Kennecott Copper 


Lima Locomotive 
Loew’s, Inc. ..... oe ‘ 
Loft, Ine . re ee 28 
Lorillard (P. y CB. *215%% *150 #239% *144%, = 
Mack Trucks we ar aie 

Magma Copper aie a 
Mallinson & Co a os oe 
Maracaibo Oil Explor os as ee 
Marland Oil we ee 
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Kipper, Peasopy & Co. 


Founded 1865 


NEW YORK BOSTON 
17 Wall St. 115 Devonshire St. 


Branch Offices 
NEW YORK STON 
45 E. 42nd St. 216 Berkeley St. 
NEWARK PROVIDENCE 
5 Clinton St. 10 Weybosset St. 


Government Bonds 
investment Securities 
Foreign Exchange 


Letters of Credit 


Jnvestment Circular 
on request 


Correspondents of 


BARING BROTHERS & CO., LTD. 


LONDON 























Semi - Monthly 
Market Letter 


We issue twice a 
month a market 
letter containing 
analyses of lead- 
ing securities, re- 
viewing recent 
happenings and 
pointing out 
events of interest. 


We shall be glad to send this to 
you regularly upon request 


SUTRO & KIMBLEY 


Members New York Stock Exchange 





66 Broadway 
New York 





In the 
Market Letter 
this Week 


Automobile Number 


Observations on 


Packard Motor Car Co. 
Hupp Motor Car Corp. 
The Nash Motors Co. 


SENT ON REQUEST 
ASK FOR 1225-4 


LISTED BONDS AND STOCKS 
bought and sold for cash, or 
carried on conservative margin. 


McClave & Co. 


MEMBERS 
New York Stock Exchange 


New York Cotton Exchange 
67 Exchange Place 
New York 


Telephone, Hanover 3542 
UPTOWY OFFICE 


Hotel Ansonia, 73rd St. and B’way 
Telephone, Endicott 1615 








Our recent 
booklet 


How Securities 


are bought and 
sold on the N.Y. 
Stock Exchange. 


will be of spe- 
cial interest 
to you. 


SEND FOR COPY 











Fenner & Beane 


Members New York Stock Exchange 
and other principal exchanges 


60 Beaver St. — New York 
Fenner & Beane Bidg.— New Orleans 


Private wires to New Orleans, Chicago 
and principal points throughout South 


New York Stock Exchange 
Price Range of Active Stocks 


_.ge’ INDUSTRIALS—Continued 


May Department Stores 
Mexican Seabcard Oil 
Montgomery Ward 
National Biscuit 


National Enam. & Stamp 
National Lead 
N. Y. Air Brake 
N. Y. Doc 
North American 

Do. Pfd. 
Pacific Oil 
Packard Motor Car 
Pan.-Am. Pet. 

Do. Class B 
Philadelphia Co. 
Phila. & Reading C. & I 
Phillips Petroleum 
Pierce-Arrow 


Do. Pfd. 
Pittsburgh Coal 
Postum Cereal 
Pressed Steel Car 

Do. Pfd. 


Pullman Company 
Punta Alegre Sugar 
Pure Oil 
Radio Corp. of Am 
Ray Consol. Copper 
Replogle Steel 
Republic Iron & Steel 
Do. Pfd. 
Royal Dutch N. Y¥ 
Savage Arms 
Schulte Retail Stores 
Sears, Roebuck & Co 
Shell Trans. & Trading 
Shell Union Oil 
Simmons Company 
Simms Petroleum 
Sinclair Consol. Oil 
Skelly Oil 
Sloss- sh, Steel & Iron 
Standard Oil of Calif 
Standard Oil N. J 
Do. ° 
Stewart-Warner Speed. . 
Stromberg Carburetor 
Studebaker Company 
Do. P 
Tennessee Cop. & Chem 
Texas Co. 
Texas Gulf Sulphur 


Tide Water Oil 
Timken Roller Bearing 
Tobacce Products 

Do. Class A 
Transcontinental Oil 


b Realty & Imp 
. Rubber 
ist Pfd 
. Smelt., 
. Steel 
Pfd. 


Vanadium Corp. 
Western Union 
Westinghouse Air Brake 
Westinghouse E. & M 
White Eagle Oil 
White Motors 
Willys-Overland 

Do. Pfd. 
Wilson & Co 
Woolworth (F. W.) Co 
Worthington Pump 

Do. Pfd. A 

Do. Pfd. B 
Youngstown Sh. & Tube 


* Odd stock. 
a Paid this year. 


War Post-War 
Period Period 
——_ oa eRe 
1909-1913 1914-1918 1919-1925 
High Low High Low High Low 
*88 *65 *974%4 *85 *174% *60 
oe ce ie bs 34% 
824%, 12 

27 


Pre-War 
Period 


*964%4 *139 *19% 
9 5414 9 
42%, 74% 44 
45 136 55% 
8 27 9% 
*60 *81 *38% 


1. 67% «25% 

23 © 93% 19% | 
800 #355 
*100% *43 


14% 
100 82% 


*127% 
ee 90% 
ie 54 
126% 175 
40 
24 
49% 
27 
98 
30% 
41% 
102% 
88 
56 
132% 
24% 4% 


aa. 
*50 #325 
100 123% 
. 8a 104% 
“16% *151 #345 
69 11? —-:19% 
100 98% 65 
18% 81 653% 
S 59% 


1926 
7 


Last Div’d 


Sale $ Per 


High Low 12/22/26 Share 


145% 
Ye 


95% 


¢ Bid price given where no sales made. + Not including extras. 


itl! 


106% 139% 
6 1% 


89% 
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Richmond Radiator 
Company 
Participating Preferred 
Stock 
No funded debt 


Present dividend rate 
$4 per year 


Earnings for year 
ending December 
3lst, 1925, over 
$11. Estimated 
earnings for 1926 
over $12. 


Price to Yield over 8% 


Circular on request 


CHARLES D. RossBins SC. 


Members New York Stock Exchange 
44 Wall Street 

















Bonds and 
How to Buy 
Them 


The principles of bond investment 
are outlined, in non-technical 
language, in a booklet which we 
have prepared to serve as a guide 
to the investor who is seeking the 
investment suited to his individual 
requirements. A copy of the book- 
let, entitled “Bonds and How to 
Buy Them,” will be gladly sent on 
request for No. M-1999. 


OTIS & CO. 


Established 1899 
CLEVELAND 


New York Chicago Detroit 





Cincinnati Columbus Toledo 
Akron Denver Colorado Springs 
San Francisco 


Members New York and other 
leading Stock Exchanges 
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Securities and Commodities, 
Analyzed, Rated and Men- 


tioned in this Issue. 


COMMODITIES 


MINING 


American Smelting & Refining 
Anaconda Copper 

Inspiration 

Kennecott Copper 


PETROLEUM 


Gulf Oil of Pennsylvania 
Sinclair 


Superior Oil 
Texas Corp. 
Tidewater Associated Oil 


INDUSTRIALS 


American 

American Steel Foundries 
American Sugar 7% Pfd 
American Bank Note 
American Can 
Austin-Nichols 

Bank & Insurance Stocks 
Bethlehem Steel 


International Paper Pfd 

Land Co. of Florida 

Orpheum Circuit 

Preferred Guide 

Reo Motors 

San Francisco Stock & Bond Exchange 
Timken Roller Bearing Co 

U. S. Rubber 


BONDS 


Anaconda Copper Cons. 

Bond Buyers’ Guide 

ae hc e OS ec 5 acs oa. clarg ee eiwé tase smatornieeie 436 
Debenture Bonds 

Dodge Bras: 5. F Deb. 68. .cin cscs es cecs 410 
Eastern Th: Ry, Gen. Mite. 58.6 occ c occ bese 410 


Liberty Bonds 

Pew e 2ie SOF DD. GRe sciescsieene oss 
Railroad Bonds Index, Unlisted 

Schulco Co., Inc., Guar. 6%s 


RAILROADS 


Illinois Central R. R. 
K. C. Southern Pfd 
Missouri Pacific 


Reading 

Southern Pacific 

St. Louis-Southwestern Pfd. 
Union Pacific 

Wabash A 


American Tel. 

Brooklyn-Manhattan Transit 

Chicago Rys. Reorganization 

Hudson & Manhattan 

Montana Power 

Standard Gas & El. 

West Penn Efect. Pid........sccstdvens aa? 

Public Utility Preferred Stocks, Représen- \* 
tative-over-the-Counter ‘ 











ye Kirk, 


Established 1873 


Members N. Y. Stock Exchange 





Accounts Carried 


Conservative Margin 





Daily or Weekly 
Market Letter 


on request 





25 Broad St., New York 


Telephone Hanover 8030-8045, Incl. - ~ 


at 




















A Special Letter 


TEXAS 
CORPORATION 


will be forwarded 


upon request 


Ask for MW-14 


Cuas. M. Scuott, Jr. 
& Co. 


ESTAE .ISHED 1869 


50 BROAD STREET 


NEW YORK CITY 
Members N. Y. Stockh Exchonge 











Buy “Shares in America” 





THE MAGAZINE oF WALL STREETS 
$90 COMMON STOCK PRICE INDEX 


(1925 Closing Prices =100) 


(or multiples thereof). 





eas t a Tee 

will purchase participating own- Number of High Low Recent Indexes 

Issues in Group HF —oa eee 

ership in twenty-four seasoned Group Index Date Index Date  Dec.11 Dec. 18 

‘ ¥ 238 COMBINED AVERAGE 2-6 83.1 95.9 97.1 

and dividend-paying railroads, 36 2 94 84.3 97.9 99.5 

public utilities, industrials and 4 Agricultural Equipment 9 2-13 61.8 14.4 72.6 

ae A 2 2 12 56.6 84.4 

Standard Oils, including, 13 Automobile Accessories 1-9 78.0 81.1 
16 Automobiles A 1-9 66.7 


New York Central 4 Building Material k 1-30 15.4 
2 Business Equipment 12-11 82.2 
Am. Telephone & Telegraph 10 Capital Goods 1-9 15.4 

United States Steel 3 Chemicals 5 12-18 92.0 


Standard Oil of New Jersey een 8 87 85.7 


12-18 91.6 
Ja D 8 0 12 67.6 
Secured by deposit with Chat- — 
ham Phenix National Bank 


1-30 70.5 
and Trust Company, Trustee. 











_ 
ow 


General a 10-2 82.6 

2-13 68.6 

Mail Order J 1-2 75.0 

73.0 

Meat Packing 1-30 69.6 

a 1-9 78.1 

Miscellaneous 9-11 93.9 

Petroleum 1-9 85.2 

F 2-13 82.4 

Radio i 11-20 78.8 

Railroad Equipment v 12-18 84.8 

Real Estate a 2-2 74.3 

12-4 98.6 

2-6 59.8 

1-9 18.8 

2-6 92.5 

Sulphur PF 12-4 100.3 

Telephone 6-5 97.3 
Textiles r 2-6 57.7 . . 
Tobacco d 12-18 94.5 H146.8 
Traction 12-18 94.0 “ #H136.9 


H—New HIGH record for the year. 


Average yield over six- 
year period about 8% 


i] 
RP AOnH AY Oe OAD FH NY D © oo 
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Send for circular M.W.S.—1| 








THROCKMORTON & Co. 
100 BROADWAY NEW YORK 
Telephone Rector 1060 
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ownwn nd eS 


Recent 
Weekly Reviews 











Contain Analyses of 


St. Louis — 
San Francisco 
Railway Co. 


RAILROADS 


New York, 
New Haven & | 
Hartford R.R. 238 StoeKs 





Copies will be sent 


upon request THE MAGAZINE OFWALL STREET'S 
COMMON CK PRICE INDEX 
(1925 Closing Prices =/00 ) 


JAN. FEB. MAR. APR MAY JUNE uty AUG. SEP. OCT. Nov. DEC. 
—I Ss so— 


PRINCE & WHITELY (An unweighted Average of weekly closing prices, specially designed for investors. The 


Established 1878 sone ae to sme 238 issues, yr, pene nox : i seeding. ig pets oe oe wees — 
of the total transactions in all Common Stocks listed on the New York Stock Exchange. 
Members N. Y. Stock Exchange It is compensated for stock dividends rights and fisesemets: pe geliecte all  tmbortgnt 
price movements with a high degree of accuracy. ur method of making annual revisions 

25 Broad Street New York in the list of stocks included renders it possible to keep the Index abreast with evolutionary 
Uptown Office : Hotel St. Regis changes in the market, without impairing its continuity or introducing cumulative inaccuracies.) 
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Profits Plus Income 


New opportunities for unusual profits in securities are 
disclosed every week to subscribers to The Investment 
and Business Forecast of The Magazine of Wall Street. 


In 1926 we made 133 recommendations for income and for market appreciation—53 bonds, 
66 preferred stocks and 14 common stocks—which show 


444 points market gain 
53 points market decline 


A net of 391 points, in addition to income averaging more than 614 per cent. 


Besides this we have been compiling for each new subscriber a special individual list of six 
stocks which do not appear in the regular advices and are not a part of the regular service. 
We keep a watch over these issues and at the opportune time advise the subscriber to take 


his profit. 


Bear in mind that these are not trading recommendations on speculative securities. 
The trading advices are issued as a supplementary department and cover normally 
from 5 to 10 stocks. (We do not advocate the use of more than 25 per cent of one’s 
funds in trading operations.) The advices are intended for the investor who wishes 
at times to make commitments based on the technical position of the market with a 
view to taking profits from the short swings. 


Can you afford to do without a service which guides you in making the kind of investments that 
yield substantial profits as well as excellent income? We are in a market phase that demands the 
keenest judgment, the most critical analysis in the selection of securities, yet it is a market that 
will present many opportunities for profits along just the lines in which our experts specialize. 


Here Is the Complete Service 


Service Report Unusual Opportunities 
1.—An 8-page service report issued regularly every Tues- 5.—One or two recommendations each week of high grade 
day, with occasional special issues covering important securities with possibilities for market profit. We tell 
changes in the trading position—sent by air mail you when to sell. 


-if desired. Bonds 
6.—Each week tables of standard bonds for income only, 
Colorgraphs and also for income and market profit. 


2.—The Magazine of Wall Street colorgraphs of Business, Trend of Leading Industries 
Money, Credit and. Securities. 1.—A thorough survey of the various fields of industry 
and finance. 


Special Trading Advices ; Replies by Mail or Wire 
3.—Supplementary trading recommendations showing what 8.—Prompt replies to inquiries regarding a reasonable num- 
and when to buy and sell,—in continuing tables. ber of listed securities (limited only to 12 issues in any 
one inquiry)—or the standing of your broker. 


Bargain Indicator : : : _A Special Wire or Letter 
4,—Dividend paying preferred and common stocks for in- 9.—A special wire or letter when any important change 
come and profit. is foreseen in the trading position. 


We are helping others to make money and the present is a particularly advantageous time for you to 
join us. Mail your remittance today for $75 for a special six months’ test subscription and we will: 


(a) send you The Investment and Business Forecast regular and special issues for six 
months. 

(b) analyze your present investment or trading position and tell you what to do with 
each security you own: 

(c) telegraph you at once (if you wish to take a trading position immediately) what 
stocks are in the best position to buy or sell at the time the wire is dispatched to you: 

(d) compile for you a special individual r dation covering six stocks and ad- 
vise you by personal letter when to close them out, 





ats ,neenenenaenes SPECIAL SIX MONTHS’ TRIAL COUPON ==="28=00000 
The Investment and ' INVESTMENT AND BUSINESS FORECAST 

Business Forecast is the of The Magazine of Wall Street, 42 Broadway, New York City. 

only service conducted I enclose check for $15 to cover my test subscription to The Investment 


by or affiliated with vt and Business Forecast for the next six months. 
The Magazine of Wall Service 
Street. 





(0 Wire me collect upon receipt of this, what 
trading position to take, naming eight stocks. 
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Greenebaum Bonds -100% Safe Since 1855 





Send for Investment Guide 


Our Investment Guide will lead you to com- 


Without obligation please send copy of July Investment 
Guide which explains how to invest surplus funds at 
the highest interest consistent with safety. 




















NewBook®& 


Sent Free to 
Mortgage Bond Buyers 


Whether you have $100, $500, $1000 
or more to invest, a careful reading of our 
current Investment Guide will prove of 
great benefit to you. This book, just off 
the press, is now in its 143rd Semi-Annual 
Edition, its 71st year. It points the 
way to protection of principal and most 
liberal interest return. 


71 Years Proven Safely 


Each Greenebaum First Mortgage Real 
Estate Bond is approved and recommended 
by the Oldest First Mortgage Banking 
House. For over two-thirds of a century, 
every Greenebaum Safeguarded Bond, 
principal and interest, has been promptly 
paid to investors, 


1 Greenebaum Sons 
Investment_Combany 


OLDEST REAL ESTATE BOND HOUSE 
Affiliated with 

Greenebaum Sons Bank & Trust Company— 
ae “seed 

Phil: Pi ~ Kansas City 
oo Siscis: — Milwaukee 

Greenebaum Sons Securities Corporation—New York 
BOND SFRVICE OFFICES IN 300 CITIES 














J. S. BACHE & CO. 


Established 1892 


MEMBERS New York Stock Exchange, Chicago Board of Trade, New York 
Cotton Exchange, and other leading exchanges 





BONDS 
SUGAR 


STOCKS: 
COFFEE : 


COTTON 
RUBBER 


GRAIN : 
COCOA : 





Branches: 
Utica Buffalo 


Atlantic City 


Worcester 
Detroit 


New York Office 


Albany Schenectary Troy Syracuse 
New Haven 
Houston 


Correspondents in other principal cities 


Chicago Office, 231 So. La Salle Street 


Watertown 
Philadelphia 
Omaha Tulsa 


Rochester 
Toledo 
Kansas City 


- 42 Broadway 














“THE BACHE REVIEW,” published weekly, sent on application. 

Readers of the Review are invited to avail themselves of our facilities for 

information and advice on stocks and bonds, and their inquiries will receive 

our careful attention, without obligation to the correspondent. 
please mention The Bache Review 


In writing, 
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ANSWERS TO INQUIRIES 
(Continued from page 448) 


of these favorable internal develop- 
ments, and the optimistic outlook, the 
favorable speculative element attached 
to Inspiration stock has enhanced to a 
marked degree. We see no reason to 
advise you against increasing your hold- 
ings. 


CHICAGO & NORTHWESTERN 


Thank you very much for advising me to 
switch into Chicago & Northwestern common, I 
now have a profit of about 13 points over my 
purchase price. Would you advise me to hold 
for further profit or has the existing situation 
ae thoroughly discounted marketwise?—S. A. 

R., St. Louis, Mo. 


Preliminary estimates of earnings, 
emanating from the office of the chief 
executive, indicate that Chicago & 
Northwestern will show a surplus of 
about 5 millions after all deductions in- 
cluding dividends as the result of the 
year’s operations. On this basis the 
company will earn something like $7 
a share on the 1,604,199 common shares 
to be outstanding after completion of 
the exchange of Northwestern common 
for Omaha stock. This compares with 
the equivalent of $6.34 a share on the 
1,451,619 shares outstanding at the end 
of 1925. This noteworthy improvement, 
strikingly in contrast with the mediocre 
showing of former years, is an excel- 
lent testimonial to the efficiency of the 
present management. The greater part 
of Northwestern’s increased earnings 
appear to have resulted from operating 
economies, since there has been no ma- 
terial increase in the volume of busi- 
ness handled. The activities of the 
management still center in this direc- 
tion, something likely to have an ap- 
preciable influence upon earnings in 
months to come. Developments in the 
affairs of Northwestern have been 
wholly constructive justifying the re- 
cent rise in the value of the shares, but 
considering the optimistic long range 
outlook—as well as the possibility of a 
rate increase at some time in the future 
—we feel that they still retain fair 
prospects. Our advice is to employ 
further patience. 


VIVAUDOU 


Early last year I wrote you requesting your 
advice on Vivaudou stock which I was then 
holding. The stock was then selling around $8 
a share and you advised me to hold. I am 
thankful that I did for it is now around $35. I 
bought this stock originally at $17 a share. I 
know there has been a decided improvement in 
the affairs of this company but I am wondering 
tf this has not been well discounted marketwise. 

hould I sell?—F. R. W., Philadelphia, Pa. 


Vivaudou profits for the first nine 
months of 1926 registered an amazing 
advance over those of the same period 
of 1925; net income before taxes 
amounted to over 1.14 millions, equal to 
$2.96 a share on the common, against 
$410,000, or the equivalent of $1.20 a 
share in the corresponding period of 
the previous year. The installation of 
a new management followed by a 
drastic slashing of operating costs and 


When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 





several important acquisitions worked a 
vast improvement in the affairs of this 
company. Considering the progress 
shown by the company to date and its 
visible prospects for the future, it is 
reasonable to expect that earnings will 
mtinue to show a steady, natural ex- 
ansion. The long range outlook seems 
ecidedly favorable but this stock has 
dvanced steadily over a period of 
,onths and .it.would appear that a 
int has been reached where one 
yuld give serious consideration to ac- 
nting at least part of his profits. 


AM. SMELTING & REFINING 


am a stockholder of many years standing in 
4, erican Smelting & Refining, having purchased 
common at $74 a share in 1917. In every 
yecr but one I have had some return on my 
inoestment, and of course at present prices I 
c a handsome profit. Would I be justified in 
tinuing to view Smelters as a permanent tn- 
ve tment, or do you think I ought to accept the 
it opportunity open to me? Also please tell 
of any recent developments in the Carson 
—S. G. New Orleans, La. 
American Smelting earned $11.65 a 
share on the 609,980 shares of common 
tstanding in the first half of 1925, 
and although profits for the final half 
ill probably be affected to some ex- 
tent by the break in silver prices, in- 
dications are that the company will 
close the 1926 year with earnings close 
to the $19.17 a share of the previous 
year. As of June 30 its finances were 
in sound shape, cash, marketable se- 
curities and money on call aggregating 
over 80 millions, and working capital 
over 74 millions. The company will 
enter the 1927 year under auspicious 
circumstances with every prospect of 
giving an excellent account of itself 
from an earning standpoint. Smelters 
suffered an adverse decision in the suit 
brought against it by George Campbell 
Carson and has been denied a review of 
the judgment by the Supreme Court. 
The case will now be thrown back in 
the lower court for assessment of dam- 
ages. However, this suit was directed 
fully as much against the entire smelt- 
ing industry as against the company, 
and in the opinion of experts Smelters 
will not be called upon to shoulder an 
unreasonable burden. This develop- 
ment seems no longer a market factor. 
You bought your stock so low that it 
would be good policy to accept part of 
your profits, but we feel that you would 
be justified in holding half your stock 
with a view to developments. 


SUPERIOR OIL’ 


n an ill-advised moment some years ago I 
ought 100 shares of Superior Oil at $19 a 
e. _The stock has never sold there since. 
en it declined to below $2 I became more or 
reconciled to what I believed would be the 
itable outcome, but on reading the papers 
week I was astonished to note quotations for 
stock of around $5 @ share. My impression 
that this company was about on its last 
What has happened to cause this market 
mee, and “what shall I do with the stock I 
"—L. S. A. San Francisco, Calif, 


Recent developments in the affairs of 
perior Oil have been of a construc- 
e nature. The drilling operations of 
'e company in the Seminole pool of 
‘lahoma have encountered considera- 
success, the Grisso No. 1 well com- 
r in with an initial production of 
und 10,000 barrels daily. This well 
understood to be now flowing over 
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Safety of Principal 
for your 1927 
Investments 



































We are offering a diversified 
list of Sound and Remunera- 
tive Stocks and Bonds care- 
fully prepared by our Statist- 
ical Department—which will 
interest the careful investor. 


The closest scrutiny will show 
that these cover industries 
experiencing rapid growth 
and prosperity having weath- 
ered adverse market condi- 
tions. 


Fill out and mail coupon below 


KANE, BROOKS & Co. 


Investment Securities 


7 WALL STREET, NEW YORK 








KANE, BROOKS & CO. 
7 WALL STREET, NEW YORK 


Gentlemen: 
Please send me your list of Sound and Remunerative 


Stocks and Bonds. 





) 


Street and No. : ——— 





7,000 barrels partially pinched in. The 
company is drilling three new wells oy 
the 40-acre tract on which its number 
1 well is located. Exclusive of jt, 


M ore °*Th an 500 D i f f eren t Seminole output the company has 4 


settled production of around 2,000 bar. 


Investments Protect rels daily which, together with returns 


from the Seminole field, yields a grogs 
5 5 g 

Ka ch Bond ge acon — ee This 

is the best showing Superior has made 

HE resources of International Securities Trust of in years. This improvement in the 

America, which exceed $20,000,000, consist of more affairs of the company was sufficient 

‘ than 500 different investments, chosen in the United to influence a small advance in the mar. 

States and other stable countries of the world after ket value of its stock, but considering 

careful survey and analysis. Thus the average invest- its limited acreage in the field above 


ment in any one security is less than 1/5 of one per : “a 
cent, and the distribution of risk is extraordinarily wide. described, and the fact that its present 
mild prosperity is too recent to be ac- 


The bonds issued by the Trust have first claim upon cepted as enduring, it would be well 
these resources, and under the regulations there must not to wax too enthusiastic. Candidly, 
always be at least $1,800 in assets at cost back of each we feel you would do well to take ad. 
$1,000 bond. Bond interest is protected by a special vantage of a favorable opportunity tp 
hon accumulating to five times annual interest dispose of your holdings. 


The bonds of this investment trust should meet every 
demand of the conservative investor. TEXAS CORPORATION 


5 per cent Gold Bonds palbovs am Sal See, age tg Coos we 
Series D, due June 1, 1933, at price to yield about 5.50% Rocke rg ge 4 *nock a ter ae 
Series E, due June 1, 1943, at price to yield about 5.60% far peeks. te than saw aces who! ee 
For Booklet 1-M.W., address ge |S a. FTE ge mer wel 
some time ago.—A. R. G. Minneapolis, Minn. 





There is no reason for you to feel 


e 
American Founders Trust : 

uneasiness. The only change in your 
ae ree status is that you are now holding the 
First National Bldg. 50 Pine Street shares of a Delaware instead of a 
Boston New York Texas corporation. The exchange was 
made on a share-for-share basis, with 
exactly the same number of shares out- 
standing as before, and with no change 
in the dividend rate. The transfer of 
the company’s charter impresses us as 
a sound, logical move, one which 
should be productive of good results. 
The company has long chafed under 
the restricting Texan laws and the re- 
incorporation will broaden its scope of 
operations and enable it to take full 
advantage of expansion opportunities 
both in America and abroad. Aside 
from this, your understanding that the 
company “ is doing excellently well” is 
essentially correct. Texas Corp. makes 
public no interim earning statements, 
but from sources of information at our 
disposal we estimate net to be running 
at an $8 per share annual rate. Add 
to this an impregnable financial posi- 
tion and a high type of management 
and we have a very satisfactory situa- 
tion. Your Texas stock is a sound in- 
vestment and has good prospects for 

price appreciation. 
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All Bonds 
Are Not Alike 


Some bonds are better than others. Like all things that 
human effort is behind there is a variation in the degree of 
safety and desirability of even this highly secure form of 
investment. 


The reason so many investors prefer Baird & Warner Bonds— 
especially those living outside of immediate touch with finan- 
cial markets—is that their safety is unquestioned and their 
market of a stability that removes thera entirely from the 
speculative field. 


—— not write us today regarding your In- 
vestment requiremente? Even if you are not 
ready right now to buy, it will prove worth 
while te look over our investment Plan and 
authoritative facts en select bonds we will 
send to you. You may find some issues that 
exactly meet your condition—and writing us 
does not obligate you at all. 


BAIRD & WARNER 


BONDS and MORTGAGES 


9 
134 S. La Salle Street, Chicago, U. S. A. 


REO MOTORS 


I am a stockholder in Reo Motors and have 
heard so many pessimistic reports regarding the 
outlook for the automotive industry in general 
that I am beginning to feel some uneasiness. Is 
the situation in i= really as bad as it has 
been painted? hesitate to dispose of my Reo 
having had no reason to regret my purchase dur- 
ing the many years I have held the stock.— 
R. T. P. Brookline, Mass. 





Publication of the report of the Reo 
Motor Car Company covering the fiscal 
year ended August 31, 1926, revealed 
a decided falling off in profits as com- 
pared with 1925. Net income of 4.25 
millions after federal taxes was equiva- 
lent to $2.18 a share on the 2 million 
shares of $10 par value, against 5.42 
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rells on millions, or $2.76 a share the preceding 
Lumber fiscal year. This showing is illustrative 
of its of the depreciation that has occurred in 
has a the automotive industry in general, in- 
)0 bar. asmuch as Reo probably produced more 
eturns units in the last fiscal year than in that 
| gross preceding, yet operated on a greatly 

This reduced margin of profit. In view of 
; Made the fact that the outlook for this line 
in the of endeavor is for even keener competi- 
ficient tion it is hard to see where Reo can be 
@ mar. expected to show increased earnings in 
dering months to come. True, the company, 
above by virtue of its strong trade and cash 
resent position might be depended upon to 
be ac- keep out of serious difficulties, but the 
e well shares are robbed of much of their 
ididly, speculative flavor, and it is apparent 
ke ad- that better profit opportunities lie else- 
‘ity to where. We believe a switch to Barns- 


dall “A” would work out to your ad- 
z vantage. 


AMERICAN CAN 


eHigh Classe 


My broker advises me to continue holding my 
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me prices. u is dou rom W. ii “a the me u A . \=| 
cme ee cenhane doing ours ell nd thet © price partment F 
shows Ml Soest "Tc vasher Uppeeised oud okt tempted =AV : | 
“e~ a increase my holdings.—G. J. N. Baltimore, a l u e 1 n iI 
finn, a = 
Your broker is evidently an optimist. N Y k ( | ‘ = 
Bs Either that: or he is given to paying CW or ity = 
too much attention to past perform- =| | CHAMBER CHAMBER =| 
g the : = Ikor1 14-0054 : 
of 4 ances. The truth of the matter is that =) i>] 
ie while American Can undeniably made = Apartments of = 
ee he best showing of its history in 1925 = [= 
with J the best showing y in 1925, : E 
: out. it has by no means operated on as = 6 and 7 vooms 5 
ange satisfactory a basis in 1926. This - = 
or of statement as yet lacks official substan- ta : \=| 
—~* tiation but its truth is attested to by S| In this new fire- =| 
shich the fact that trade conditions affecting ws I=| 
multe the company’s line have depreciated to bx proof elevator de- IE 
an extent that price cuts in its prod- = P le: 
m3 ucts have been necessitated. The effect wa tach ed apart. ment iz] 
f of this situation upon its leading com- = BS m = 
tall petitor, Continental Can, is common | building fi ax — ROOM DINING ROOM | ik 
ities knowledge. Some months ago it was =| — sh =| 
ile estimated than American Can would = $225.00 per month I= 
earn somewhere between $6 and $7 a = i= 
1” is share in 1926, but a downward revision = Typical 7-Room Plan & 
seems necessary. Your broker over- = oY. ; ; = 
= looks one very important fact: the mar- = Restrictions which protect you as well as your invest- | 
” ket invariably discounts future pros- =| ment, outdoor sports, such as tennis and golf, public i=| 
ning pects rather than past performances, m= and private schools and supervised playgrounds are i: 
Add hence, it would appear that a solid = all available at Jackson Heights. l= 
we foundation does not exist upon which =| & 
sent to base the expectation of material i=| = 
i price appreciation in the reasonably = Oth Ga = 
- near future. We suggest transferrin = er rden Apartments of 3, 4, 5, = 
_ In- ges : g red e - 
for — brag shares, described else- = 6 and 7 rooms, are available at rentals §& 
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General Gas & Electric 
Corporation 





We have prepared for distribution a com- 
prehensive study of this Corporation in 
which is set forth in detail its financial 
structure and earning power. 


Sent upon request 


PYNCHON & CO. 


Members New York Stock Exchange 
111 Broadway New York 
Uptown Office: 43rd Street and Madison Ave. 
CHICAG@ MILWAUKEE ATLANTA LONDON LIVERPOOL 


























Start 1927 with a 
Definite Investment Plan 


You can easily build an independent income by setting aside 
regularly every month a definite amount for investment. The 
amount may be large or small—as much as you can afford. 
It’s regularity of investment that counts. 


Let us send you full information about an Investment Plan 
by which thousands of men and women are successfully and 
easily working their way toward financial independence. 


The coupon is for your convenience 


& 


GO WALL ST. NEW ‘YORK 
BRANCHES IN INCIPAL CITIES 


ge oo. without obligation, full information about a definite Investment Plan 
or 1927. 
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THE COMPLEXITY OF MODERN 
INVESTMENT PROBLEMS As 
FOCUSED IN THE INVESTMENT 

TRUST 


(Continued from page 429) 


TT 
original seller; if the trust sells 
at an advance tantamount to over. 
valuation, it profits from the mistake 
or over-optimism of the market. In 
any case, the investment trust, with 
its detached viewpoint and. its skilled 
management, is not easily stampeded, 
and can more than “hold its own” in 
market beset by innumerable conflict- 
ing forces. In other words, the prices 
at which investment trusts negotiate 
their purchases should not only permit 
reasonable return on the investment, 
but offer a fair prospect of economic 
profit. 


“Business Profits” in Investment 


An expression of similar truths in 
different phraseology is to be found in 
Professor Arthur Stone Dewing’s re- 
cently revised “Financial. Policy of 
Corporations” where, in Book VI, it is 
indicated as one of the main purposes 
“to show that the general theory of 
business profits is applicable to invest- 
ment; and, further, that the invest- 
ment of funds is a real business, sub- 
ject to the rewards of true business 
foresight and the losses incident to at- 
tempts on the part of the poor busi- 
ness manager to invest funds.” Fur- 
ther, to quote from the same work, 

“the problem of investment, 
considered as a business, narrows itself 
down to the selection of those invest- 
ments which carry positive business 
profits. . . . If a fund is invested 
with skill—a true business profit will 
result.” 

All of which, especially the obliga- 
tion to select investments carrying 
positive business profits, is applicable 
with peculiar force to institutional in- 
vestors, which, like investment trusts, 
ought to be managed with an eye 
single to the best interests of the par- 
ticipating public, and with a full: 
realization of the intricacies and diff- 
culties of the modern science of invest- 
ment. For these very intricacies and 
difficulties, while constituting formid- 
able obstacles to the average investor,. 
afford to properly equipped investment 
organizations many opportunities to 
make what Professor Dewing has 
called “business profits” as incidental 
to the proper investment and reinvest- 
ment of their capital. 

What are some of the circumstances 
most worth watching, and how may 
these investment opportunities be 
classified? The concluding paragraphs- 
make no pretence of completeness in 
outlining the problem, to say nothing 
of analyzing it in all of its ramifica- 
tions. Nevertheless, a few thoughts 
are perhaps in order concerning each 
of the following: the age factor, the 
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risk factor, the capital market factor, 


the ercdit cycle factor, the interna- 


tional variation factor, and the price 
spread factor. 


The Age Factor 


Between the intrinsic value of some 
new issues, and the estimate which an 
uniformed public puts upon them, 
there is occasionally a broad margin. 
In one sense at least securities, like 
wine, may be said to improve with age. 
If the issue is fundamentally sound 
the process of “seasoning” which re- 
sults in broader marketability, fre- 
quently enhances the price of a 
security out of all proportion to any 
concurrent gain either in safety or in- 
come. British investment trusts have 
long been in the habit of acquiring 
securities at what proved an economic 
profit by subscribing at the time of the 
underwriting arrangements, or by pur- 
chasing at a substantial reduction 
from even the underwriters’ figures in 
cases where a new issue of merit for 
some reason at first “runs foul” of 
public favor. Unpropitious seasons 
occur in every capital market where 
the fingers of underwriters and issuers 
are burned for reasons not connected 
with the real value of the security, 
which, after a few months or years of 
nursing, may find its true level on the 
exchanges. 


This is not to argue that investment 
trusts should have connection with is- 
suing houses, or be heavily interested 
in new or unseasoned issues. The con- 
trary is the case. It is well to remem- 
ber, however, that many American 
securities passed through British in- 


vestment trust portfolios in those dec- 


ades when we were borrowing heavily 
abroad, leaving to these trusts a sub- 
stantial profit when they received the 
public recognition they deserved in the 
London market. It is quite possible 
that American investment trusts may 
render similar service to their own 
financial advantage, in acquiring and 
holding as investments quantities of 
newly issued domestic and foreign se- 
curities until they ripen into full public 
approval. Any profits accruing to 
them in this process would be a just 
reward for intelligent economic service. 


The Risk Factor 


One reason why new issues are so 
frequently undervalued, other things 
being equal, when compared with “sea- 
soned” securities, is the element of risk 
which tends to be unduly exaggerated, 
in the mind of the average investor by 
a sense of newness or unfamiliarity. 
The investment trust, however, is, or 
should be, in position to weigh the risk 
objectively. This works both ways. It 
Tesults in advantageous purchases 
when market prices are depreciated out 
of all proportion to any reasonable 
tikk premium. It also by the same 
token enables a well-managed invest- 
ment trust to avoid the losses involved 
M purchasing overvalued “legals” and 


“certain classes of “gilt edged” invest- 
ments. The prices of many invest- 
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THE STRONGEST GUARANTEES 
IN AMERICA | 


U.S. FIDELITY & GUARANTY CO. 
NEW YORK TITLE & MORTGAGE CoO. 


R your January funds Tue 

Ba.timore Trust Company of- 
fers real estate bond investments 
that combine a 6% yield with guar- 
anteed first mortgage security. The 
underlying mortgages range from 
only 35% to 60% of the independ- 
ently appraised value of the mort- 
gaged properties. 


The Mortgage Guarantees 
Payment of principal and interest of 
each bond is the direct obligation of 
the Baltimore Mortgage Corpora- 
tion. In addition, payment of prin- 
cipal and interest of the mortgages 
securing the bends is guaranteed by 
a mortgage company in the locality 
in which the property is situated, 
and by the United States Fidelity 
& Guaranty Company, which has the 
largest total resources of any surety 
company in America. 


The Title Guarantee 
Titles to the mortgaged properties 
are guaranteed by the New York 
Title & Mortgage Company, which 
is the largest titleinsurance company 


Capital Resources Total Resources 
$14,516,956.23 $48,104,048.15 
30,902,342.00 38,237,284.00 











in America, or by some other title 
company acceptable to the surety 
company and Tue Battimore Trust 
Company. 


Bought by 300 Banks 


The bonds are sold with the recom- 
mendation of THE BattimoreTRustT 
Company, a bank with resources of 
Sixty-Five Million Dollars, whose 
real estate bond offerings have been 
purchased for the investment of de- 
posit and trust funds by more than 
300 National Banks, State Banks 
and Savings Banks throughout the 
United States. 


The National Market 


Tue Bartimore Trust Company 
distributes real estate bonds through 
its 15 offices in Baltimore, Md., and 
through a number of banks and in- 
vestment dealers in various parts of 
the country. These distributing fa- 
cilities have enabled Tue Battimore 
Trust Company always to obtain 
prompt and satisfactory bids on real 
estate bonds which it has distributed. 














FOR YOUR JANUARY FUNDS 


Tue Battimore Trust Company, 25 East Baltimore Street, 


‘ Bonds in coupon form are sold in $500 and $1,000 denom- 
- inations, at par and accrued interest, to yield 6%. For 

further information, and for list of banks and investment 

O dealers from whom these bonds may be bought, write to 


Baltimore, Md. Ask for booklet No. 16 








THE BALTIMORE TRUST (COMPANY 


The Largest Trust Company in the South Atlantic States 
offering complete banking, trust and investment services. 


Capital & Surplus $7,000,000 ‘Total Resources $65,000,000 


75,000 Depositors 
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Bonner, Brooks & Co. 


Investment Bonds 


Our Statistical Department will be glad to analyze 
your present holdings or contemplated purchases. 


New York 


London Boston. 























We invite correspondence 
in regard to any Stocks or 
Bonds, listed. or unlisted 


Paine, Webber & Company 


ESTABLISHED 1880 


Investment Securities 


Members 


New York Stock Exchange Detroit Stock Exchange 

New York Cotton Exchange Chicago Board of Trade 

Boston Stock Exchange Chicago Stock Exchange 
Hartford Stock Exchange 


62 Devonshire Street 25 Broad Street The Rookery 
2nd Floor 18th Floor 2nd Floor 


New York Chicago 


9 State Street 94 Michigan Street 

a Building McKnight Building 

DULUTH Torrey Building PHILADELPHIA. -303 Frank. Tr. Bldg. 
GRAND RAPIDS..Gr’d { Savgs. Bk. PROVIDENCE....Hospital Trust Bldg. 
HARTFORD 36 Pearl Street PHILADELPHIA. ..303 Frank. Tr. Bldg. 
HOUGHTON 69 Sheldon Street ST. PAUL Pioneer Building 
WORCESTER........000s05 314 Main Street 


Boston 



































A Combination Offer 


Tra d ervrs— Of Unusual Appeal 
Studies in Stock Speculation 


In Two Volumes 


—How to forecast turning points 

—How to interpret market action 

—How to detect manipulation, distribution, 
accumulation. 

—How to Distribute the Risk 

—How to Mark Down the Original Cost 

—How to Pyramid 

—When to Close Trades 

—And many other ways of increasing your profits 
while cutting your losses short. 


SPECIAL OFFER 


Because we know that in order to get the most 
good out of these remarkable books you must 
have both books, we are making this Special 
Limited Offer: 

Volumes One and Two Studies in Stock Spec- 
ulation regularly priced at $5.00 each - $8.75 


TEAR OFF AND MAIL TODAY 


THE MAGAZINE OF WALL STREET Send C. O. D. if desired to 
42 Broadway, New York continental U. S. A. only. 


Gentlemen: 


C] Enciosed $8. 75. Please send Volume No. 1 and No. 2 of “Studies in 
Stock Speculation.” 


C) Enclosed $5.00 Please send Volume No. 
Speculation.” 


2 of “Studies in Stock 


Address 
SS-BV-1-1 

















ments in the latter categories o 
been raised to levels unwarranted } 
their comparative security. Une 
them, over long periods, has } been con. 
centrated the demand, often artificialjy 
stimulated by trustee, savings banks, 
and kindred laws, of individual ang 
institutional investors among whom 
reasonable yield and prospects of ap- 
preciation are entirely subordinated t, 
safety. The investment trust, hoy. 
ever, derives its safety primarily from 
a broad distribution of risk among 
carefully selected holdings, and shoul 
turn to its own advantage those varia. 
tions in security prices which are 9. 
tensibly due to changing factors of 
risk, but which so often reflect merely 
a mistaken or distorted interpretation 
of them. 


The Capital Market Factor 


The familiar circumstance that the 
general levels of security prices, and 
the average rates of return on invested 
capital vary from market to market 
and from country to country at the 
same time, is also due in some measure 
to the factor of risk. There is the ad- 
ditional important consideration of the 
demand for and supply of capital in 
different centers. To what an extent 
these differences in security prices 
from market to market at any one time 
are due to elements of risk, real or 
imaginary, and to what an extent they 
may be attributed to comparative 
scarcity or otherwise of loanable cap- 
ital, it is the business of an investment 
trust to fathom. Granted that a closer 
knitting of world financial ties may 
tend to reduce these variations by dis- 
tributing loanable funds more evenly 
throughout the world, we must recog- 
nize that the time is not yet in sight 
when careful study of comparative 
investment opportunities in the several 
leading countries of the world will not 
be of decided advantage in the invest- 
ment of capital. 

By way of illustration, let us ex 
amine the approximate yield (to ma- 
turity) of the dollar bonds of various 
foreign governments, at the price pre- 
vailing in New York on a certain date 
of November, and compare the per- 
centage of return with the yield on the 
same date of comparable bonds of the 
same governments payable in sterling 
and sold in London. 


-——Percentage of Yield 
New York London 


percent percent 
4. 


Government Obligor 
88@5.16 4.58 
ea 5.92 


Great Britain 
Argentina 
onan 
apan 

Chile i é ‘we 742 
ES on ean a aces 5.90 


Such differences of yield in otherwise 
similar securities are traceable to the 
above-mentioned factors of risk, igno- 
rance, unfamiliarity, and differences in 
the level of interest rates from market 
to market. If internal bonds of the 
respective countries had been choset, 
wider variations would naturally have 
appeared. But the table as it stands 
is suggestive of the different returns t 
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he had for the use of capital in vari- 
ous financial centers, and the differing 
estimates which two world markets 
place upon the issues of several coun- 


tries. 
The Credit Cycle Factor 


No institutional investor can afford 
to neglect the differences in average 
yield on invested capital from time to 
time in the same country. This is of 
equal importance with variations from 
country to country at the same time. 
Such changes in interest rates over a 
term of years tend to have a periodic 
character and are intimately associated 
with what economists call the “business 
cycle.” They affect in different ways 
the comparative market values of fixed 
and variable income securities. In 
times of business prosperity rising in- 
terest rates often tend to depress 
bonds, though the greater safety of 
underlying assets, the larger earnings 
of the issuers, and the general buoy- 
ancy of the stock exchanges often ex- 
ert a contrary force. Common stocks, 
on the other hand, enjoy a combination 
of influences, such as rising earnings, 
greater prospective profits, security, 
and prevailing buoyant markets, which 
far outweigh any bearish factors of ris- 
ing money rates, and drive their prices 
upward. In times of business recession 
the contrary is the case, and stocks 
tend to fall as bonds rise. 

No greater mistake can be made than 
the assumption that times of prosper- 
ity will last indefinitely, and investment 
policies based on this theory are built 
upon sand. “Everyone who reads this 
story,” says Wesley C. Mitchell in his 
Introduction to the Business Annals 
(published in 1926 by the National 
Bureau of Economic Research), “year 
after year for nation after nation will 
see running through all the episodes one 
of the problems of modern civilization. 
In no country covered by the annals— 
not in the most rapidly growing com- 
munities developing rich new lands, 
and not in the most conservative of 
old communities—does a period of eco- 
nomic prosperity ever last more than 
five or six years at a stretch. Each 
country has its seasons of prosperity, 
but these seasons always end in sea- 
sons of depression. In their turn the 
periods of depression yield to new 
Periods of prosperity. Economic ex- 
Perience is made up of such alterna- 
tions of good and ill fortune, and the 
transitions from one to the other.” All 
the more reason, certainly, why the 
careful investor should seek to buy his 
securities, if posible, at those recurring 
Periods of comparatively low prices, 
and study the changing behavior of 
bonds and stocks in different phases of 
the business or credit cycle. The fact 
that the mass of investors neither 
understand these principles, nor are 
sufficiently well informed to apply 
them, opens many opportunities for an 
adequately equipped institutional in- 
Vestor, 


The International Variation Factor 


_ Especially, it might be added, if that 
Institutional investor is prepared to ef- 
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EVERY DOLLAR THAT HAS BECOME DUE ON FIRST MORTGAGE 
BUILDING BONDS SOLD BY US HAS BEEN PAID TO EVERY INVESTOR 
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Read This Valuable Book 
Before Making Your 


January Investments 


Here is the investment wisdom 
and experience of a lifetime 
“boiled down” to a few invaluable 
pages—safe rules for placing 
surplus money at a good rate of 
income. 


This booklet was written for those having large 
or small amounts to invest, and is sent free on 
request. 


No matter who your financial advisor is—send 
for this booklet, read it, and discuss it with him. 
The safe investment of funds, in any amount, is 
a subject which should be understood by every 
thoughtful man and woman. 


These valuable rules have been devised out of 
an experience in investing millions of dollars 
with a long record of safety. 


You may have this book without cost or obligation. 
Write, call or phone for Booklet N-280 
AMERICAN BOND & MORTGAGE (Co. 
Capital and Surplus over $9,000,000 


127 No. Dearborn Street, Chicago, III. 
345 Madison Avenue, New York 


- AMERICAN 


our & MORTC AGE, 
7) 


Cleveland 
Albany 


Philadelphia 


Detroit 


Boston Washington 


and over 30 other cities 
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ESTABLISHED 1934 AN OLD RESPONSIBLE HOUSE INCORPORATED 





66 Broadway 





Puts - Calls - Spreads 
Guaranteed by Members of the New York Stock Exchange 


May be utilized as insurance to protect margin accounts; 
to supplement margin; and in place of stop orders. 


Profit possibilities and other important features are de- 


scribed in Circular W. Sent free on request. 


Quotations furnished on all listed securities 


S. H. WILCOX & CO. 


Established 1917 Incorporated 


Telephone Hanover 8350 


New York 








HE following com- 

panies are part of 
the Engineers Public 
Service Company sys- 
tem, and share in the 
advantages of the man- 
agement of that system. 


Culf States Utilities 
Company 
Ist & Ref. 5% Bonds 
Due September, 1956 


At 96 and interest 
To Yield 5.25% 


Virginia Electric & - 
Power Company 
Ist & Ref. 5% Bonds 
Due October, 1955 


At 9614 and interest 
To Yield 5.23% 


Complete details on request 


Blodget & Co. 


120 Breadway, New York 


Boston Providence 
Chicago Hartford 





neo Electric Power and 

Light properties of the United 
States. Bonds of individual 
units of this enormous and es- 


sential industry are justly popu- 
lar, because of the stability and 
steady earning power of the 
issuing companies. 


Read our booklet, 
“Public Utility Securities as Investments” 
and you will see why 
such bonds are sound investments. 


Ask for AT-2453 


AC.ALLYN“* COMPANY 


INCORPORATED 
67 West Monroe Street, Chicago 


New York Philadelphia Milwaukee 
Boston San Francisco Minneapolis 


fect its purchases in several different 
countries. Here is to be found one of 
the great advantages of the interna- 
tional investment trust, whose invest- 
ment facilities are so well established 
in the world’s more important financial 
centers, that, in full possession of the 
facts, it may distribute its risks among 
the securities of foreign countries as 
well as its own. This advantage lies 
in the fact that “bear markets” in 
some countries are accompanied by 
“bull markets” in other countries— 
that, in other words, not the same 
phase of the business or credit cycle is 
manifested in every leading market at 
the same time. : 

As a consequence there are almost 
always some markets where securities 
are comparatively cheap, other things 
being equal, while in other markets 
they are comparatively dear. An in- 
vestment trust with international in- 
vestment ramifications may take 
advantage of good buying opportunities 
in certain countries, while at the same 
time it liquidates some of its holdings 
in other countries if they have risen 
to a point where it no longer pays to 
retain them in view of investment op- 
portunities elsewhere and the liquid cap- 
ital needed to take advantage of them. 

The importance of this often over- 
looked fact may be illustrated in vari- 
ous ways. In the “Conspectus of Busi- 
ness Cycles in Seventeen Countries” re- 
cently published by the National Bu- 
reau of Economic Research, it would 
appear that at the beginning of 1890 
prosperity was in full swing in seven 
countries, business recession had com- 
menced in five countries, and depres- 
sion prevailed in five countries. At the 
end of 1925, on the other hand, accord- 
ing to these same studies, prosperity ap- 
peared in ten countries, recession in 
two, depression in four, and business 
revival in one country. Similar varia- 
tions occurred in intervening years. 
While recognizing “a trend in the di- 
rection of a world economy in which 
all nations will prosper or suffer to- 
gether,” the-Bureau in a recent “News 
Bulletin” (November 1, 1926) re- 
marks: 

“Yet business cycles do not run a 
strictly parallel course in any two 
countries. Business may be 
reviving in one country and already 
prosperous in another, depressed in one 
and entering depression in another; or 
conditions may be similar during the 
early part of a year and divergent in 
the closing months, or different at the 
start and convergent at the close.” 

Translating these fundamental eco- 
nomic forces into terms of security 
prices makes an interesting business. 
There might be cited the result recently 
obtained by Dr. Rufus S. Tucker, Chief 
Economist of American Founders’ 
Trust, who reduced leading index num- 
bers of stock exchange prices for dif- 
ferent countries to their gold value by 
allowing for current exchange fluctua- 
tions. From these indexes it appears 
that in 1925 the low point in stock 
prices was reached in December in 
Germany and France, while the high 
point was reached in the United States, 
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Guaranteed 


8% Bonds 


We endorse each bond guarantee- 
ing interest and principal, which we 
collect and pay promptly. Bonds 
are secured by first mortgages on 
centrally located office buildings, 
commercial property, hotels and 
apartments in Florida worth twice 
amount of loan, as determined by 
independent appraisals. We sel! in- 
dividual 8% mortgage loans known 
as“ standard lifeinsurancecompany 
loans.’” Many insurance and trust 
companies purchase our securities. 
Our company, established seven 
years ago, specializes in first mort- 
gage loans. Interest payable New 
York City if desired; titles insured 
by New York Title and Mortgage 
Company. Booklet MW gives full 
particulars. 


Palm Beach 


Guaranty 
Company 


Net Assets Over $1,300,000 


Guaranty Building 
West Palm Beach, Florida 
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299 Broadway 


This can be had in our 


PREFERENCE 
CERTIFICATES 


which have as security behind them 
Cash and Mortgages in the amount 
of almost two times their par value. 
All mortgage holdings are located in 
New York and Brooklyn. These cer- 
tificates are a direct first Lien on our 
entire assets. 


{ Issued in Multiples | 
of $10 per certificate 
Write or Call for full particulars. 


The North American Mortgage 


and Building Corp. 
NEW YORK 





Pacific Gas and Electric 


Company 
Dividend Notice 
Common Stock Dividend 
No. 44 


A regular quarterly dividend of 
$2.00 per share upon the Com- 
mon Capital Stock of this Com- 
pany will be paid by check on 
January 15, 1927, to shareholders 
of record at close of business on 
December 31, 1926. The Transfer 
Books will not be closed. 

A. F. HOCKENBEAMER 

Vice President and Treasurer. 

San Francisco, California. 
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Canada and Japan in the same month 
and in November in Great Britain. 
In Japan the low price was reached 
in January, 1925, while in France 
and Germany the high point of 


that year was reached in the same | 


month, and in Italy the high point 
was reached in February. Taking the 
frst half of 1926, we find that the low 
point for that period was in the month 
of January for Switzerland, Sweden 
and Germany, while the high point for 
Italy and Great Britain was in Janu- 
ary, and the high point for the United 
States, France, Canada and the Neth- 
erlands was in February. 


[The chart reproduced in this article 
js derived from studies made in the 
Economics Division of American 
Founders’ Trust, and traces the major 
swings in stock prices in six leading 
countries during the five-year period 
1921 to 1925, inclusive. A standard 
index number has been chosen for 
each country, and conversions to gold 
have been effected throughout by 
multiplying by the current exchange 
coefficient. The curves are plotted 
on a logarithmic scale giving propor- 
tional rather than absolute variations, 
and they afford a clear _ picture 
of the innumerable differences from 
country to country in the trend of se- 
curity prices. In those countries hav- 
ing fluctuating money it must be borne 
in mind that exchange gyrations and 
unstable currencies introduce a fac- 
tor which, if not allowed for, viti- 
ates international comparisons. The 
curves on the reproduced chart are in 
a real sense comparable, as they ex- 
press relative variations in terms of 
American dollars.] 

Not only do trends in general secur- 
ity prices vary from country to coun- 
try at the same time, but price trends 
among groups of securities represent- 
ing different branches of commerce and 
industry often show interesting varia- 
tions within any given country at the 
same time. This factor of price spread 
between different classes of commodi- 
ties and different categories of securi- 
ties is one of the utmost importance in 
modern business. Much work remains 
to be done in thoroughly analyzing it, 


and the bearing of price “lags” and — 


“spreads” upon business cycles is most 
significant in the different countries 
acutely affected by them. 

The foregoing analysis will at least 
have served these purposes. It will have 
emphasized the complexity of modern 
Investment problems. It will have 
shown the importance of properly or- 
ganized investment trusts. It will have 
Suggested the many ways in which an 
alert institutional investor may invest 
and reinvest its capital in such a man- 
ner as to follow “conservative” invest- 
ment counsels, and at the same time to 
conserve its capital both in principal 
amount and in purchasing power. It 
will have raised the question whether 
capital can be invested safely without 
Constant supervision, and it will have 


thrown some light, the writer. hopes, . 


upon what Professor Dewing calls 
The Réle of Business Profits in the 
™m or Investments.” 
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dividends annually and 
profits—just growing in a 


dodging unsolicited orders 
and why?’ 


Because, to keep pace with this 
growing demand we need more 
working capital—To get it 
we're offering our 8% dividend 
paying preferred stock, and to 
insure quick financing so that 
we can take prompt advantage 
of our opportunities, we are 
giving a bonus of valuable 
common stock.* 


To those who demand “safety 
first” we can show ample asse 

behind this investment, PLU 

a six-year record of earnings 
well in excess of annual dividend 
requirements. 


This offering will appeal espe- 
cially to men who can look be- 
yond “eight percent and safety” 


UNISON 


Automotive 


2061 Broadway 
NEW YORK 
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We Never Thought 
We'd Need You 


We’ve been making big profits for years—paying 20% 


Then along came a vital improvement in one of the 
products we make, swamping us with business from 
the few local dealers who saw it. 


* 10,000 units—$20 each (units consist of two 
shares preferred and one share of common stock) 


Standards, Inc. 


reinvesting our surplus 
steady, substantial way. 


Now we're actually 
from the general trade— 


and see the remarkable possi- 
bilities of our common shares. 
These men will be quick to 
grasp the market prospects of 
a common stock that should 
shortly be earning about $10 per 
share—that has a definite mar- 
ket value right now, even before 
application for listing is made. 


We never thought we'd need 
new capital, but our rapid ex- 
pansion proves that we do. 
Therefore we invite you to join 
this growing, prosperous busi- 
ness after you have examined 
the FACTS about our past and 
present success, and thoroughly 
satisfied yourself that our 
future “is even brighter and 
bigger. 


- 


VATU Wc A TNT 


Fill—Clip—Mail 











AUTOMOTIVE STANDARDS, INO. 
2061 Broadway, New York, N. Y. 


= me the FACTS about your offer- 
is. 
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Keep Posted 


BONDS AND HOW TO BUY THEM 
The principles of bond investment are out- 
lined in non-technical language in this book- 
let issued by a member of the New York 


Stock HExchange. Ask for your free copy, 


No. 365 


FOR INCOME BUILDERS 


This booklet describes a practical Partial 
Payment Plan, whereby sound securities may 
be purchased through monthly payments of 
as little as $10. Shows how a permanent, 
independent i may be built through 
the systematic investing of small sums set 
aside from current earnings. Ask for 318. 


SCOPE AND SERVICE 
This new booklet gives a descriptive and 
historical sketch of one of the largest pub- 
lic utility companies in the country ' now 
responsible for public service in more than 
1,000 communities. Ask for 362. 





PROFIT SHARING PLAN UNDER THE 
_— METHOD OF FINANC- 


A plan of interest for investors combining 
Safety of Principal, Assured regular income, 
Return of principal, a continuing share in 
the profits. Ask for circular 361. 


INVESTMENT FEATURES OF CO- 
OPERATIVE APARTMENT OWNERSHIP 
AT JACKSON HEIGHTS 


A valuable booklet prepared by the Queens- 
boro Corp., which shows the moderate cost 
and advantages to be derived from owning 
your own home in a beautiful section a 
short distance from New York City. 4sk 
for (336). 


6% AND SAFETY LIST 


For over fifty years we have been assisting 
investors in the selection of sound securities 
and our information department has recently 
compiled this list which we will send you 
free. Ask for (313). . 
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Stock Advisory 
Department 


Under Personal Supervision of 
WALTER THOMPSON, Jr. 


Invites inquiries from business 
men regarding the current eco- 
nomic situation. Definite recom- 
mendations will be made upon 
request. 


Out-of-Town 
Traders 


are afforded expeditious and effi- 
cient service. Consultation is 
invited regarding conservative 
marginal accounts. 









Stock Letter on Request 


NEWMAN BROS. 
& WORMS 


MEMBERS 


New York Stock Excha and all 
other important exchanges. 


25 Broad Street New Yerk 


nein a 























Payable in New York, 
San Francisco 


or Los Angeles 


Under State Supervision. 
ominations as low as $100. 

Non-fluctuating, stable, safe, 

convenient, convertible. 


Legal for Trust Funds. 
Write for full details. 


Guaranty 


BUILDING & LOAN 


Association 
6335 Hollywood Blvd. 
LOS ANGELES 


Ask us anything about Los Angeles 











HAND TO MOUTH BUYING— 
ITS REAL VALUE TO BUSINESS 


(Continued from page 415) 





American phenomenon, must therefore 
have had limited scope in determining 
the price level. But this is far from 
meaning that hand-to-mouth buying 
changes may not yet affect the Ameri- 
can price level. It is the future of 
hand-to-mouth buying under such price 
changes, that interests the business 
man. 

Before studying the economic effects 
of higher prices on hand-to-mouth buy- 
ing, it would be best to study the eco- 
nomic effects already realized by hand- 
to-mouth buying. It is clear that the 
reverse of these economic effects would 
tend to obtain, if long-range inventory 
buying should ever be resumed. 

The economic effects of hand-to- 
mouth buying extend much further 
than the merchandising field. Obvi- 
ously, faster turnover means that the 
business man requires less bank credit 
than when his capital is tied up in un- 
productive inventories. He saves on 
his interest charges. He needs less 
insurance. He needs less capital in- 
vestment. Price changes do not mean 
drawing on the limit of his credit to 
protect himself. His tendencies to 
speculate are diminished. His capital 
and credit are free for other commit- 
ments than his business. When a fac- 
tory such as Ford is said to carry 10 
days’ inventory where once it carried 
30 days’ inventory, the scope of the 
change will be appreciated. 

Lumber dealers to-day stock 3 to 4 
billion less board feet than they once 
did. In other words, one-tenth of the 
annual production of lumber is not in 
the hands of dealers at any one time. 
The country stores whose inventories 
once dragged down the portfolios of 
country banks to-day let that bank put 
its money into bonds or call money, not 
to speak of compelling the bank to pay 
fancy interest for accounts. The inter- 
est saving on two billions of merchan- 
dise on the freight cars, by reason of 
lesser consumption is another simply 
big fact. 

The extent to which this money has 
been released for other purposes can- 
not be easily calculated. That hun- 
dreds of millions, perhaps billions have 
found their way into the money mar- 
ket has become a dogma. It is often 
asserted that the low yields on bonds 
come from the urgent demand for 
them, due to the fact that merchants 
need so little financing. The constant 
plethora of money in the last two 


- years has also been traced to this 


cause. There is much truth in the 
idea, but there are limitations also. 
The manufacturer is not in quite so 
fortunate a position as the retailer. 
He either is holding the bag, or if he 
declines to do so, one of two other 
classes of business men is holding the 
bag. The need for hand-to-mouth sup- 
plies, on quick notice, has resulted in 





a new accession of importance to the 
jobber. The jobber, then, partly holds 
the merchandise that the retailer has 
hitherto held, and needs some bank ae. 
commodation. He, in turn, carries as 
little as possible, so that the many. 
facturer is to carry the rest of the 
inventory. But the manufacturer js 
not silly either. He is purchasing ag 
little as possible, even of staple raw 
materials. He in turn is manufactur. 
ing for 30 days’ delivery, receiving the 
orders from the retailers on sample, 
and producing on an assured order 
basis. This is increasingly true of 
many lines, especially textiles. In that 
case, he, too, needs little bank accom- 
modation. It is all piled on to the raw 
materials producer, who takes the 
maximum of load and minimum of 
profits with the maximum of risk—a 
situation to make orthodox economics 
shiver. But since raw material values 
are less than finished goods values, 
it is true that hand-to-mouth buying 
has released credits and increased the 
supply of money looking for invest- 
ment. 


Another limitation concerns the 
policy forced on the manufacturer. He 
has needed some outlet for his pro- 
ductive capacity, so sharply limited by 
hand-to-mouth buying. He is finding 
this refuge in installment selling, 
which is largely a product of retailer’s 
caution on cash purchases. This, plus 
the additional financing needed by 
manufacturers and raw material pro- 
ducers, limits the amount of credit re- 
leased by hand-to-mouth buying. But 
when savings on the interest costs of 
billions of merchandise in transit is 
added, it is oovious that the money 
market has really been largely de- 
pendent on the savings of hand-to- 
mouth buying. ; 

Another economic effect of hand-to- 
mouth buying has been the need for 
increased speed of production by manu- 
facturers. In all apparel lines, the 
dread that a certain style may soon 
pass out means that the manufacturer 
must get the goods to the retailer 
speedily, or lose out. He often takes 
time by the forelock, makes up a cer- 
tain quantity of a pattern, speeds pro- 
duction and delivers the goods. He 
then immediately fabricates another 
pattern, pushes it and declines to 
accept re-orders for the first. It 
is well known that in a style mar- 
ket, one can never tell when de- 
mand will snap. Hence the increased 
speed of succession of patterns and de- 
signs. In other lines than apparel and 
dress goods, this is not so true, but 
even here much of the tendency of 
the buyer to be finicky and dictatoria! 
compels a speeding of production. That 
means added production cost, which in 
turn may generate an upward price 
trend. An upward price trend in turn 
may generate the end of hand-to-mouth 
buying. 

A second factor leading towards 
large department stores, the seller 
higher production costs, and hence 
higher prices, is the rapid scrapping of 
patterns, and consequent loss to the 
manufacturer. This too adds to cost, 
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which will eventually be shouldered by 
the consumer. If the manufacturer 
does not recover the cost he will cur- 
tail production, thus again raising 
prices. Then the retailer or inter- 
mediate producer or distributor will not 
only find that he needs to stock up, 
but that people will go to the merchant 
who carries the stock. The store that 
carries stock will make the profit on 
having bought at lower levels, and will 
not irritate the consumer by the “just 
out” answer. Consumers are increas- 
ingly fretful at the fact that even in 
larger department stores, the seller 
seems to be perpetually short of sizes, 
ete, Service has been reduced to the 
consumer, in this respect. 

But most important of all as a fac- 
tor making for higher costs, is the re- 
duction of volume production. Ameri- 
can manufacturing supremacy has been 
dependent on manufacturing in mass, 
thus reducing the cost of individual 
items. The sudden reversal of this ten- 
dency has diminished the efficacy of 
the great American engine for the re- 
duction of prices. This increased cost 
of production can be met only by cur- 
tailing production or by the elimination 
of the smaller manufacturer. In other 
words the tendency to concentration of 
wealth has been greatly accentuated. 
It is, of course, possible to delay this 
dilemna by studying the market more 
closely, ete., but it is not possible to 
evade the possibility of increased cost 
of production here, ultimately. 


In another respect hand-to-mouth in- 
fuence is negative. It is directly 
counter to the efforts being made to 
stabilize production through the year 
by having orders placed in advance. It 
accentuates the losses in business due 
to seasonal congestion. Since it is a 
policy that represents the temporary 
superiority of the retailer and inter- 
mediate producer in the . economic 
scheme of things, it is also an influence 
against standardization of staples. 

Against these losses is the offset of 
reduced losses to the retailer, since he 
faces fewer dead losses from the de- 
terioration of goods on the shelf, and 
less loss to the manufacturer from over 
supply of raw materials on hand. 


Conclusion 


Hand-to-mouth buying is based large- 
ly on two factors—reduction in the level 
of commodity prices, and railroad and 
motor truck efficiency in deliveries. The 
danger that threatens the practice 
arises out of such situations as it has 
itself created, which may lead to in- 
creased costs and hence increased prices. 
Price increases will end the practice of 
hand-to-mouth buying as a dominant 
tendency. This in turn will reverse 
all the benefit to the credit situation 
which has come from hand-to-mouth 
buying. Demand for commercial credit 
piled on top of a somewhat strained 
credit structure and increased labor 
costs due to lack of immigration may 
Prove injurious to our present pros- 
perity. There ig no certainty that 
hend-to-mouth buying has come to 
stay. 


JANUARY 1, 1927 





DAVEGA, INC. 


{United Sports Shops} 


The chain store method of distribution has 
been successfully applied to the merchandis- 
ing of sporting equipment and apparel in 


New York City. 


Davega, through its chain of retail stores 
located in important shopping centers, has 
built up the largest volume of retail distribu- 
tion in New York. The remarkable growth 
in sales and profits commands the attention of 


the investor with vision. 


A CHAIN STORE OPPORTUNITY 





1. A Common Stock with no bonds or preferred 


stock outstanding. 


Earnings over 20% of market price with sales 
showing 45% increase over 1925. 


Dividends paid regularly with a liberal policy 


of extras. 


Booklet MW-10 on request 


Baker, Simonds & Co. 


Incorporated 


115 Broadway * - 


New York 


Telephone Rector 4282 


NEW YORK 


BUFFALO 


DETROIT 











Keep Posted 


INTERESTING FACTS 
about the development of one of the largest 
public utility systems in the United States 
will be found in this interesting free book- 
let. Ask for 380. 


USE OF OPTIONS 
The exceptional profit possibilities in Stock 
Options and their uses to supplement margin 
and for protection against losses in the Stock 
Market fully explained in a free circular. 
(284) 


HOW TO GAIN INDEPENDENT MEANS 

AND A LIFE INCOME 
Presents the details of eleven plans whereby 
the investor can acquire financial worth of 
from $8,815 to $65,719 by the systematic 
investment of from $10 to $100 monthly. 
Figures verified by Haskins & Sells, Certi- 
fied Public Accountants. For a free copy 
of this booklet, ask for 344. 


PUBLIC UTILITY SECURITIES AS INVEST- 
MENTS 
Send for your free copy of this booklet ex- 
Plaining the increasing popularity of this 
type of investment. Ask for 321. 


KARDEX INSTITUTE BULLETIN 
Kardex Institute, an organization for re- 
search in methods of business management 
and control, has published in this bulletin 
the methods of an outstanding leader in 
business. Send for your free copy No. 349. 


8% AND SAFETY 
To hasten the rapid growth of Florida, the 
rate for first mortgage bonds in that state 
is 8%. This interesting booklet tells why 
they are safe. (322) 


MAKING PROFITS IN SECURITIES 
A valuable 40-page booklet, pointing out 
sound methods to use, also pitfalls to avoid, 
is buying and selling stecks for profit. Ask 
for your free copy, No. 377. 
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‘‘My Budget”’ 
For 1927 


booklet, “The Safety of 
Savings,” fully explain- 
ing the service of this 
company, we will mail, 
free of charge to any 
applicant, a copy of “My 
Budget,” a 24-page bound 
book, containing daily ‘“‘fill- 
in” blanks, with full ex- 
planation, that will enable 
| you to scientifically appor- 
|| tion your income, so that 
) you will accumulate sav- 
)} ings through its use, 
neither denying yourself 
nor your dependents any 
| of the necessities or 
) wholesome luxuries of life. 
“My Budget” is based on 
modern accounting sys- 
tems, but simplified for individual or family use. 
Learn to save by science. Write today for your 
free copy of “My Budget.” 
4Y,%—54%—B% 
“My Budget’ is a thrift book entirely independent of 
the service of this company, except that its use will en- 


able you to save money that you can place with us for 
investment under one of our three plans. 


Our Three Plans Meet Any Investment 
Requirement 


In addition to our 





This old, conservative savings and loan association (our 
837th year), operating under New York State banking super- 
vision, offers a haven of safety and an attractive earning 
return in the investment of your savings and funds. 

Our three Savings and Investment Plans meet any re- 
quirement of the thrifty, conservative saver, who demands 
guaranteed safety and earnings for his in —o 

(1) Our Ordinary Savings Plan, paying 1% per 
annum, affords facilities = ol in effect to that of ordi- 

banks, in that money may be deposited or 


any time. 

e Certificates, paying 544% per annum, 
are available for either short or long term investment and 
are issued in any amount from $100 to $10,000. 

(3) Our Systematic (Installment) Savings Plan, paying 
6% per annum, provides for regular monthly deposit to 
accumulate a definite sum of money within a definite time. 


Exempt from Federal Income Tax 


Under the provisions of a special act of the United 
States , money invested on any of our three Plans 
is exempt _ the “Federal Income Tax up to a yearly 
income of $300 

Write for ‘ “My Budget’’ and “‘The Safety of Savings.’”’ 


ee 9 LOAN & INVESTMENT CO. 
Dept. H, 34 Pine Street, New York 


Happy 
New Year! 


to all members and friends. 
May 1927 hold for you 
much success and happi- 
ness. 


5% on your savings 6% 
RAILROAD BUILDING 


& LOAN ASSOCIATION . 


441 Lexingten Ave. New York, N. Y 


ETE EE 
We will be glad to recommend to you a 
reliable Building & Loan Association in 


any part of the United States. This 
service is gratis as we recognize the im- 
portance of having our readers deal with 


reliable associations. 





Dividends 
JULIUS KAYSER & CO. 


A dividend at the sate of One Dollar per 
share upon the are of the no-par-value 
Common Stock of JULIUS KAYSER & 
Co., isued and sabiseln: has been de- 

» payable February Ist, 1927, to the 
holders of record of such stock at the close 
of business January 17th, 1927. 

Dividend checks will be forwarded by 

Guaranty Trust Company of New York. 


CHARLES J. HARDY, Secretary. 
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WABASH “A” ON BARGAIN COUNTER 
(Continued from page 425) 











agricultural products the mast impor- 
tant item is corn, 3% in 1925. 

Comparing the road’s operations over 
the last ten years, a tremendous im- 
provement in every factor is to be 
noted. Revenue tons of freight have 
increased to 21,156,000 in 1925 from 
14,305,000 in 1915 or by 48%, average 
distance hauled to 247 miles from 240 
miles, or 3%, and ton-miles to 5,772 
millions from 3,807 millions, or 52%. 
Mileage having increased less than 1%, 
freight density was 52% greater in 
1925 than 1915, standing at 2,073,000 
ton-miles per mile of road against 1,- 
364,000. By increasing the train load 
this greater volume of business was 
handled with less than 4% increase in 
freight train miles, which were 8,203 in 
1925 against 7,910-in 1915. Thus, al- 
though revenue per ton-mile has in- 
creased from alittle over 6.4 mills to 
a little over 10.5 mills or by 65%, to 
which the improved character of freight 
has contributed along with higher rates, 
train mile earnings have increased pro- 
portionately more than twice as much, 
that is from about $2.75 to $6.64 or by 
142%. 

Expenses, quite logically, have de- 
clined consistently since the peak in 
1920, the ratio to gross revenues having 
been brought down from 98.13% to 
73.07% in 1925. The latter figure com- 
pares favorably with the 1916 showing 
and betters by a large margin that of 
1915. 


1915 
30.56 
39.27 


76.18 


1916 
25.08 
35.43 


65.94 


1925 
30.98 
36.38 


73.07 


Ratio to Gross Rev. 
Maintenance Expense .. 
Transportation 


Total Operat. Expense .. 


The 1916 operating ratio was lower 
than that of 1925 chiefly by virtue of 
a smaller appropriation to maintenance. 
For the first ten months of the current 
year some further improvement in the 
operating ratio is to be noted. 

Adding to its natural advantages, an 
exceptionally strong financial structure 
and high degree of physical efficiency, 
there can be little doubt that Wabash 
will continue to develop earning power 
at the same rapid rate it has in the 
past. It will share not only in the 
growth of the industrial empire being 
founded in the upper Mississippi Valley, 
but through its manifold connections 
should share to an unusual degree in 
the prosperity of other sections. More- 
over, the road’s credit has attained the 
point where it can soundly finance fu- 
ture additions and betterments through 
issue of bonds rather than by financing 
itself out of earnings to as large an 
extent as it has in the past. Current 
earnings of close to $6 a share on 
both the profit-sharing preferred “A” 
and common stocks and of close to $7 
on the latter, after allowing only the 
regular $5 on the senior issue, rest 
upon a very broad base. A moderate 


— 
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distribution upon the junior shares. 
would seem in order within a reason- 
able period. 


Important Merger Possibilities 


A large speculative possibility at- 
taches to the shares in the matter of 
consolidations, although as a bridge 
road Wabash is not only fairly inde- 
pendent of connections but occupies a 
distinct trading advantage, to com- 
pensate for the partial loss of which 
would call for strong merger afiilia- 
tions. A Buffalo-New York connection 
would be distinctly to the road’s ad- 
vantage, as it is now the only unat- 
tached line between Buffalo and Chi- 
cago. Either the Lackawanna or Le- 
high Valley could serve in the above: 
capacity. In conjunction with the for- 
mer with which it physically connects,. 
Wabash would constitute the short 
through route between Chicago and: 
New York, while with the Lehigh it 
would create an exceedingly short route: 
that could stand up extremely well: 
from a competitive standpoint. The: 
Lackawanna has indicated a willing-- 
ness to be joined with the Wabash. 

- As a member of the Loree-Williams: 
party, it seems inevitable that Wabash: 
will figure prominently in merger de- 
velopments. Thus it has already been: 
nominated to a place in the so-called: 
Loree fifth trunk line system, and: 
would afford a double Kansas City-St. 
Louis connection to Chicago and the 
east for either the Missouri Pacific or 
Kansas City Southern-Missouri, Kansas. 
& Texas systems. It would make an 
advantageous addition to almost any 
other connecting system. The most 
profitable arrangement would perhaps 
result from establishing a through 
route from the Southwest to the East- 
ern Seaboard. This could be effected 
in conjunction with either the Lehigh 
or Lackawanna, east of Buffalo, more 
probably the latter, and with either 
the Kansas City Southern-Katy or 


_Missouri Pacific in the west. With the 


Missouri Pacific a real continental road 
would be created. The possibilities are 
numerous. 


Conclusion 


Selling at about 76 to yield 6.60% 
the Preferred “A” stock is manifestly 
on the bargain counter, without any 
consideration being given the possibili- 
ties embraced in its feature of sharing 
with the common in dividends above 
5%. The preferred “B,” convertible 
half into “A” stock and half into com- 
mon, is selling about 10 points above 
the parity of exchange and no doubt 
reflects the hope of an early dividend. 
Such declaration would render it ex- 
ceedingly cheap. At 42 the common 
stock offers sound speculative possi)ili- 
ties. The issue is decidedly underval- 
ued in relation to earning power. 
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We will be glad to answer any questions regarding Building & Loan Associations 
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Colorado 
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Payable Quarierb 
Guaranteed 
Income 


5-YEAR—(FULL PAID)—TIME 
CERTIFICATES 


issued in bond form with interest _ coupons 
attached. Amounts $50 to $10,000. Protected 
by conservative mortgages on modern homes 
—plus our permanent capital. State super- 


vised. P 
Write for folder “C”. 


Silver State Bldg. & Loan Assn. 
1648 Welton St., Denver, Colo. 


Member Colo. State and United States Bldg. 
& Loan Leagues. 





Oklahoma 











& % COMPOUNDED 
Semi - Annually 


on investments; in monthly payments 

or lump ormas es ang Estate Se- 

curity; Tax Exempt; Sta’ upervision. 
Send for Details. 


Okmulgee Building & Loan Ass’n 




















First Real Estate Loans % 
State Supervision 
% Tax Exempt 7 
O Details Free 


Industrial Bldg. & Loan Assn. 
26 W. Sth Street Tulsa, Okla. 














Minnesota 





Interest paid on our CERTIFI- 

CATES OF INDEBTEDNESS 

backed by an experienced man- 

agement and conservative loans 
on Minneapolis and St. Paul homes. Present 
dividend rate on shares, 7%. Interesting 
Ookict free. 


TWIN CITY BUILDING AND LOAN 
ASSOCIATION 














REINVEST YOUR DIVIDENDS 


a 
8% Compounded semi-annually 
Ask for folder. 
Security Building & Loan Ass’n. 
San Antonio, Texas ‘ 
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Fort Worth, Texas 
Population, 160,000 
17 Railroad Outlets 
A Great City in a Great State 
Home of 
The Tarrant County 
Building and Loan Association 


Assets, $3,250,000, Practically All In- 
vested in First Mortgage Loans on 
Fort Worth Homes 
We Issue 


Fully-Paid Shares in sums of $500 to 

$100,000 With Guaranteed Cash 

Dividends Payable Semi-Annually, 
7% Per Annum 


Write Us For Informative Literature 


711 Main St., Fort Worth, Tex. 


T% FULL PAID 

O CERTIFICATES 

Dividends Payable July 1st and 
January Ist 


Instalment and Prepaid Certificates 
on participating and are earning 








Under State Supervision, and re- 
quired by law to invest all funds 
in First Mortgage Notes on im- 
roved real estate. 

ocated at El Paso, Texas, where 
real estate values are not inflated. 


People’s Building & Loan Association 
Authorized Capital $15,000,000 
205 No. Oregon El Paso, Texas 


7% Cash Dividend 
Certificates. 


Dividends payable July ist and January 
Ist. All poe may Ne withdrawn with- 
out deduction at any time, subject to 
right to require 30 days’ notice. 
Issued in any multiple of $500.00. Safety 
assured by Old Line Building & Loan 
Plan, under State Supervision. Our Loans 
average only 46.7% of the appraised value 
of improved real estate security. 
Ask for Literature. 
NORTH TEXAS BUILDING & 
LOAN ASSOCIATION 


708 Ninth St. Wichita Falls, Texas 
Assets exceeding, $1,300,000.00 


7% and 8% Earnings 


Ask for Booklet, “Where Dollars 
Grow” 


Savings Department 
San Antonio Building & Loan Ass’n 
San Antonio, Texas 








FLORIDA’S SAFEST 
INVESTMENT 


Lakeland Building and Loan Association 
Capital, $2,000,000.00 
RETURNS 8% WITH 
100% SECURITY 


Shares for sale at par, $100.00 per share, 
without bonus or commission of any kind. 

ys 8 per cent per annum, in quarterly 
installments of 2 per cent, January first 
April first, Naud first, and October first of 
each year. wners of these shares have no 
taxes to pay, no insurance to look after and 
no titles to bother with. Money available any 
time and no notice of desire to withdraw is 
required. 


Let Us Send You Booklet 
LAKELAND BUILDING AND 
LOAN ASSOCIATION 
Box 35 LAKELAND, FLORIDA 














Alabama 





8% on Monthly Savings 


8% on Fully Paid 
Certificates 


in amounts from $50.00 to $5000.00, 
withdrawable on thirty days notice. 
Secured by First Mortgages on 
Homes not to exceed 60% of valu- 
ation. 


ALABAMA MUTUAL BLDG. & 
LOAN ASSOCIATION 
2012 Fourth Avenue, Birmingham, Ala. 











Tennessee 


7% With Safety 


Secured by First Mortgages on 
Valuable Tennessee Real Estate 
Dividends payable in cash on Jan. Ist 
and July Ist. Exempt from Federal 

Income Tax up to $300.00 annually. 
Tennessee B. & L. Associations rated “A” 
by The Magazine of Wall Street 

Send for Descriptive Booklet } 
BLOCK BLDG. & LOAN ASSOCIATION 
38 No. Third St., Memphis, Tenn. ‘ 




















Indiana 


6% Interest 


Compounded semi-annually, on Invested funds, in monthly 
payments or lump sums. 
Shares $100.00 each 
Under state supervision and controlled by bank directors. 
The Logansport Building & Loan Association 
Logansport Indiana. 
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WHITEHOUSE & CO. 


Established 1828 


Stocks and Bonds 
Accounts Carried 


111 Broadway, New York 


Members New York 
Stock Exchange 


BALTIMORE 
Keyser Bldg. 


BROOKLYN 
186 Remsen St. 


Florida 


and safety 
Send for Booklet MW 
Ask Questions 


SEMINOLE 


Bond & Mortgage Co. 


MIAMI, FLORIDA 





Offering Sate Securities of Electric Light 
and Power,Gas, and TransportationCom- 
panies operating in 20 states. 

Write for list. 


UTILITY 


SECURITIES 
COMPANY 


72 W. Adams St., CHICAGO 
St. Louls Loulsvilie Indianapolis 
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Bank and Insurance Stocks 
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Quotations as of Recent Date 


NATIONAL BANKS 
B 


Chase (18A) ED 
Chatham & Phenix (16) ED 
24 


Commerce 

First (N. = (100A) 
Hanover (27 

Park (24) ED 
Public (16) 
Seaboard (16) 


TRUST COMPANIES 


Amer. Ex.-Irving Tr. (14) ED... 
Bankers (20) ED 


Central Union (33) 
Empire (16) 


Guaranty (12) ED 
Manufacturers (20) 
New York (20) ED 
United States (60) 


STATE BANKS (NEW YORK) 
America (12) (V. T. C.)........ 
Corn Exchange (20) E 
Manhattan Co. (8C) ED.......... 
State (16) 


INSURANCE COMPANIES 
Aetna Firo (24) 
Aetna Life (12) 
§ *Fidelity-Phenix (6) 
) *Continental (6) 


Glens Falls (1.60) 

Globe & Rutgers (36) 
Great American (16) 
Hanover (5) 

Hartford Fire (90) ............. 
§*Home (18) 

l *Carolina (1.20) 
Milwaukee Mech. 

National Fire (20) 

Niagara (10) 

§*North River (5) 

1 *United States (5.60).... 
Stuyvesant (6) 

Travelers (20) 

Westchester (2. 50) 


SURETY AND MORTGAGE COMPANIES 


American Surety (8) 
National Surety (10) 
Lawyers Mortgage (14) ED 
Mortgage Bond (8) 


JOINT STOCK LAND BANKS 


Bankers of Milwaukee 
Chicago (6) 

Dallas (10) 

Denver (8) 

Des Moines 5 
First Carolina (8) 
Kansas City (6) 
Lincoln (9) 

St. Louis (9) 
Southern Minnesota 
Virginia (.50B) 


(A) Includes dividends from Securities Com- 


pany. (B) Par $5. (C) Par $50. “ia ex-Rights. 
*Members same group. ED—ex-Div 





FTER a year in which great 

mergers took the center of the 

stage, bank stocks were stimulated 
by an unparalleled series of stock divi- 
dends and _ valuable rights. This, 
in a measure, served to justify the 
prima facie high prices at which bank 
stocks have been selling. The culmina- 
tion of the tendency to give valuable 
“rights” was that afforded by the 
National City Bank, which expanded 
its capital to the largest in the world. 
Today, its capitalization surpasses even 
that of the paid-in shares of the five 
great British joint-stock banks. 

The rewards to bank stockholders in 
1926 did not result from a year of in- 
flation or a war, or any repetition of 
the 1915-20 phenomenon. These dis- 
tributions resulted from profits made 
in the course of four years of varying 
prosperity, mostly on a high plane. It 
does not seem that 1927 will afford 
much recession in bank earnings, irre- 
spective of the question of the future 
of industrial earnings this year. The 
proportion of deposits to capital is still 
so large, that the earning power of the 
capital should be sufficient to add to 
surplus and undivided profits accounts 
this year, to almost the extent of 
1924-6. It must not be forgotten by 
the buyer of bank stocks, however, that 
where large stock dividends have been 
declared, and the ratio of capital to 
deposits lowered, he has a right to 
higher current income than he had be- 
fore the split-up. This is especially 
true when it is recalled that we are not 
likely to face forward trade expansion 
to rival the rate of growth of the last 
twe years. 

One stimulus to the price of bank 


<a 


shares that should be even more impor- 
tant in 1927 than in 1926 is the cer- 
tainty that large mergers will be ef- 
fected not only in New York City, but in 
most large sections of the country. The 
plethora of new banks has been noted 
and cautioned against in this column, 
but for all that the birth rate has not 
equalled the death rate. Suspensions 
of rural institutions and absorption of 
smaller urban institutions is ‘reducing 
the net number of banks by about 3% 
per annum. The automobile is making 
it increasingly easy for farmers to de- 
posit in larger towns, and these banks 
in turn use New York for surplus funds 
commitments much more than the rural 
banks. A definite concentration is un- 
der way, and from this source, rather 
than large run-ups in surplus, will re- 
sult the speculative flair of 1927. 

A feature of recent markets has been 
the run-up in casualty stocks. If it 
is true that the United States is not 
half-insured even with respect to fire 
coverage, it is all the more true that 
the various casualty and indemnity 
coverages are comparatively neglected. 
National Surety and U. S. Fidelity and 
Guaranty are favored. Growing diver- 
sification of insurance leads to the be- 
lief that the run-up of the larger 
casualty companies will more than rival 
that of the older fire companies. No 
better confirmation of this tendency 
can be wanted than the recent organi- 
zation of large casualty companies by 
the fire insurance companies themselves. 
The greater the complexity of modern 
industrial, financial and legal practices, 
the greater the need of varying forms 
of insurance. The casualty stocks listed 
above present opportunities. 
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share in 1922, $2.74 in 1928, $3.33 in 
1924 and $3.49 in 1925. Indicated 1926 
earnings about 20% higher than 1925. 
Higher dividends justified and stock 
desirable for income and profit. 


Jllinois Central Railroad Common Stock 
($7)—Price, 124; Yield, 58%—U ninter- 
rupted dividend payments at varying 
rates since 1852, excepting years 1858 
and 1859. Average annual earnings 
in five-year, period through 1925 about 
$11.25 per share; $11.9 estimated for 
1926. Company is leading North and 
South trunk line in United States serv- 
ing fertile agricultural territory of 
Mississippi Valley and rich coal de- 
posits of Southern Illinois. Operates 
approximately 6,240 miles of road, in- 
cluding 4,875 miles first main track. 
Main line extends from Chicago to New 
Orleans with important branches to 
Birmingham, Louisville, Indianapolis, 
Omaha, etc. Tonnage well diversified. 
Stock’s asset position favorable, and 
earnings stability renders shares desir- 
able for income purposes. 








Montana Power Company Common Stock 
($5 Div.)—Price, 83; Yield, 6%— 
A prosperous and well-managed hydro- 
electric property serving a number of 
industrial and mining towns in Mon- 
tana. Company supplies power for 
electrical operation of about 430 miles 
of main transcontinental lines of the 
Chicago, Milwaukee & St. Paul Railway. 
The company favorably situated in re- 
lation to possible superpower develop- 
ments in territory operated and steadily 
increasing demand for power of new 
mining and industrial developments re- 
flected in progressive increase in profits. 
Annual average earnings in four-year 
period ended with 1925, $4.62 per share. 
Balance of $5.40 per share reported in 
1925 best in company’s history, and 
$5.02 in first nine months ‘of 1926 indi- 
cates record earnings for the full year 
1926. Financial condition sound and 
common stock has large ‘equity in 
assets. Satisfactory income yield af- 
forded considering prospects of stock- 
holders sharing in future prosperity of 
company through normal expansion in 
operations and earnings. 








Pennsylvania Railroad Co. Stock ($3.50 
Div.) — Price, 57; Yield, 6.14% — 
Operates 11,628 miles of first main 
track; total mileage of all tracks op- 
erated 27,806. System in high state of 
development and comprises a vast net- 
work of roads and branches from New 
York and Washington and the eastern 
seaboard westward to Chicago, Bur- 
lington & St. Louis. Freight traffic 
density has always been high, and pos- 
sibilities of higher earnings per share 
ef stock correspond with the degree of 
success attained along the lines of more 
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efficient operation. Whereas ratio of 
operating expenses to total operating 
revenues stood at 72.2% in 1916, ex- 
penses equalled 78.4% of revenues in 
1925. However, this ratio has shown 
progressive decline in the last five 
years, resulting in a favorable tendency 
in earnings. Annual average earnings 
in four-year period ended with 1925 
equalled $4.61 per share of stock, the 
balance in 1925 being $6.28. Indicated 
earnings for 1926 about twice present 
dividend requirements of $3.50 annually. 
Income yield attractive, and shares 
have favorable enhancement possibili- 
ties. 


Seuthern Pacific Co. Stock ($6 Div.)—- 
Price, 110; Yield, 545%—O perates 
nearly 13,000 miles of road extending 
from Ogden, Utah and Portland, Ore- 
gon to San Francisco, thence southerly 
to New Orleans and Texas points. A 
branch extends south along the west 
coast of Mexico. Steamship connections 
at Galveston, Texas and New Orleans 
to New York make the company the only 
complete transcontinental carrier. In 
addition to its investment in transpor- 
tation property, the company has huge 
investments, in the aggregate, in affili- 
ated companies engaged in steam and 
electric railway business, or in owner- 
ship or operation of lumber, land, coal 
and oil properties. Further, it has con- 
siderable investments in terminal com- 
panies. Traffic carried is well diversi- 
fied, and gross revenues have increased 
about 75% in the last ten years. How- 
éver, increased operating expenses and 
additions to fixed charges have saved 
little for net of the increased gross 
earnings. Results in the five-year period 
ended Dec. 31, 1925, show an annual 
average of $10.22 per share, a balance 
of $9.58 being reported in the 1925 year. 
A combination of further increase in 
gross and a lower operating ratio indi- 
cates $11.80 per share in 1926. Demon- 
strated earning power would permit in- 
crease in dividend rate, and shares de- 
sirable for income and profit. 








Union Pacific Railroad Common Stock 
($10 Div.)—Price, 163; Yield, 6.13%— 
One of the most efficiently operated sys- 
tems in the country, operating ratio 
being close to 70%. Three-year aver- 
age annual earnings ending with 1925 
$15.29 per share; $17 per share indi- 
cated for 1926. Company has large in- 
vestment holdings; income from sources 
other than railroad operations in 1925 
sufficient to cover 80% of fixed charges. 
Increasing equities for common stock 
from surplus earnings and enhance- 
ment in value of investments. Based 
on demonstrated earning power and 
liquid position larger dividends could be 
distributed. In the meantime income 
yield attractive considering safety and 
higher prices seem justified. 








BY A MAGIC CITY 


NTOLD millions of dollars 


have found profitable irvest- 
ment in the permanent construction of Miami. 
Office buildings, apartments, hotels and resi- 
dences have sprung up atthe urgent demand 
of a steadily-growing population. 

In consequence especially attractive opportunities 
arise for investment in First Mortgages and First 
Mortgage Bonds yielding 8%. 

Throughout the North our clients of long standing 
find their local opportunities less attractive; 8% with 
complete safety is not available everywhere. But our care in 
selecting securities is so rigid that our present officers, in ad- 

vising the placing of many millions of dollars 


in Miami, have recommended first mortgages 
yielding 8% for 20 years without loss. 


Write for Descriptive Booklee W. $. 


214 TO 218 NE. SECOND AVENUE 
MIAMI, FLORIDA 








PUTS & CALLS 


If stock market traders under- 
stood the advantage derived from 
the use of PUTS & CALLS, 
they would familiarize themselves 
with their operation. 


PUTS & CALLS place a 
buyer of them in position to take 
advantage of unforeseen happen- 
ings. 

The risk is limited to the cost 
of the Put or Call. 


Explanatory booklet 14 sent upon 
request. Correspondence invited. 


GEO. W. BUTLER & CO. 
Specialists in 
Puts and Calls 


Guaranteed by Members of 
New York Stock Exchange 


20 BROAD ST. NEW YORK 


| 3860 
3861 
3862 
3863 


Phones, Hanover: 




















STOCK MARKET AVERAGES 


0 25 RAILROADS 
8 25 INDUSTRIALS 


COMBINED AVERAGES 
OF 25 R.R.&25 INDLS 


“How I Licked 
Wretched Old 
Age at 63” 


Banished Foot and Leg Pains. 
. . . Got Rid of Rheumatic 
Pains and Constipation .. . 
Improved Embarrassing Health 


Faults... Found Renewed MARKET STATISTICS 


Vitality. 


. Ky 61, A Gomabe 5 vs fat | I i gid sae. N. Y. Times 

ut it never occ’ me ht 

a living, — upsights . - ; "embarrassed in N.Y.Times Dow, Jones Avgs. ——50 Stocks 

by aches end ia At @@ my condition became almost 40 Bonds 20Indus. 20Rails High Low Sales 

waetenanes I had about given 2 hope when a doctor 

peg pee — ne mt hen at 63, it seemed Thursday, Dec. 9.. 89.49 158.94 118.81 139.24 187.71 1,545,176 
etarnrtgehs-siuemmoantmnn ee col Friday, Dec. 10.... 89.40 159.61 119.91 140.14 138.36 1,700,803 


Forty—The Danger e@ Saturday, Dec. 11. 89.50 159.89 119.76. 140.00 139.09 864,673 

po Rect, rertbretse, a Age Monday, Dec. 13... 89.52 160.01 119.60 140.44 188.92 1,819,495 

al men, the vital Biel bat as ihe soon sean Tuesday, Dec. 14.. 89.62 160.65 119.76 140.77 139.29 2,095,203 

0 pain is experienced, but as this distressing condi- Wednesday, Dec. 15 89.66 160.63 120.48 141.00 139.58 1,998,637 
i b. ’ ’ ’ 

Gaia eanjenten eke. chen hes jeer. bladder Thursday, Dec. 16.. 89.62 159.32 119.90 140.74 138.61 2,335,799 

Friday, Dec. 17.... 89.67 160.66 121.91 141.56 139.20 2,640,441 

Prostate Trouble Saturday, Dec. 18.. 89.69 161.86 12248 141.82 140.36 1,227,922 


These are frequently the signs of prostate trouble. Monday, Dec. 20... 89.75 160.75 122.45 142.35 140.24 1,958,264 
a prominent American Scientist after seven Years of Tuesday, Dec. 21... 89.72 160.46 - 12238 141.64 140.25 1,321,410 
oie al to npaen aki {activity in many Wednesday, Dec. 22 89.69 160.29 121.52 141.41 140.15 1,402,981 
cases. This new hygiene is worthy to be called a notable 
err of the age. 


' A National Institution AVERAGE Price of 40 Bonps 


for Men P ast 40 va a —y—— —~— —~+— 


Its success has been startling, 
its growth rapid. This new hy- 
giene is rapidly gaining in national 
prominence. The institution in 
Steubenville has now reached 
large proportions. Scores andeven 
hundreds of letters pour in every 
day, and in many cases reported 
results 449 been — short of i r 
amazing. In case after case, men ; , 
have reported that they have felt et : secariaes 
ten years younger in six days. T 
Now physicians in every part of 4 STREET RAILWAYS 
the country are using and recom- f 2 PUBLIC UTILITIES 

ding this treatm 1 MUNICIPAL 

Quick as is the response to this 

new hygiene, it isactuallyapleas- 


no drugs, medicine, or elect rays whatever. The US GOVERNMENT BoNnD AVERAGE 
ee v vw 























scientist explains this discovery and tells why many 
men are old at forty in a new k now sent free, in 
24-page, illustrated form. Send for it, Every man past 
forty should know the true meaning of those frank facts. 

No cost or obligation is incurred. But act at once before 
this free edition is eemenatel. Simply fill in your name 
below, tear off and mail. 


The Electro Thermal Company 
Steubenville, 





THE Exactao THERMAL Co. 
Main Street, Steubenville, Ohio. TAXABLE 
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Books You Can Use 


Every Day in the New Year 
Announcing 


The Businessman— 
Investor’s Library 





Four Volumes—All New Material— Never Before Published 





Vol. 2: 
Vol. 3: 


Vol. 1: The Investor’s Dictionary. 
Necessary Business Economics for Successful Investment. 


Cardinal Investment Principles Upon Which Profits Depend. 
Vol. 4: Principles of Security Trading for the Business Man. 





The editors of THE MAGAZINE 
OF WALL STREET have an un- 
rivalled opportunity for judging 
the needs of the men and women 
who face the task of managing 
their funds for income and profit, 
—no matter whether this means 
their first $500 or a great estate. 
If the average investor possessed 
the proper background of under- 
standing, many of the dilemmas 
which our subscribers bring to us 
would never have come about, and 





’ Written By Experts. 
Direct, Positive Help in Solv- 
ing Correctly Every Prob- 
lem Connected with Personal 


Investment and Finance. 


After more than a year’s prepara- 
tion, we announce the Business- 
man—lInvestor’s Library. These 
four volumes give exactly the 
knowledge of economics, market 
practices and methods of selecting 
and handling securities which every 
investor requires,—no matter 
whether he is a long-swing holder 
of bonds and stocks or a day-to- 
day operator. 

hey are written in plain, business 
English, thoroughly _ illustrated, 
durably bound in flexible covers 








our readers would not have to 
spend time, effort and worry in attempting to retrieve 
money losses. 


stamped in gold, and are in every 
way a guide and an inspiration to independence and 
achievement. 





Investing and Trading and 





Apply the principles given in these four books to your own 


watch your profits GROW. 








Vol. 1: The Investor’s Dictionary 


487 Words and Expressions Clearly Defined. Includes every word 
or phrase used in security tions,—such as “cumulative,” 


market operations, requires a clear idea of every item dealt with. 
This book sweeps away the vague which so often cause 
mis-steps. It clears up many points which have been feared because 
they were not un and meets the needs of every investor. 


Vol. 2: Necessary Business Economics for 


Successful Investment 


Tracing movements which began long before the days of recorded 
history, this book sets forth the significance of such fundamentals 
as supply and demand, under-production and over-production, the 
effect of good and bad crops, the ebb and flow of credit, and similar 
factors which can be turned to good account by those who are wise 
enough to recognize the signs and take advantage of the trend. 





Sold Only in Com- 
plete Sets. 


*9.90 


Four Volumes, At- 
tractive in Appear- 


cover, stamped in gold. 








BIL-1-1-27 
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3: Cardinal Investment Principles 
Upon Which Profits Depend 


= up the economic factors developed in the a volume, 

ae Sat. seen Sees Re Seaetie ot ean one own financial 
house in order. In short, making your plan and hias gear aim 
after it is made. For the man who is forced to confess that he has 
no clearly thought out schedule for the future, this volume will 
Sale capathineh suk an oleae otherwise be covered only through 

tly experience, not to speak of the ever-present danger of disaster. 


Vol. 4: Principles of Security Trading for 


the Business Man 


There is nothing about the purchase or sale of securities which 
cannot be easily mastered by the average business man,—even though 
he fe ails bo gave ties oubdeik Gale teeaial altealion The routine 
details are simple. But in no business must the rules be adhered 
to more closely. This book every step. It is at once a 
guide to the beginner and a source book for the experienced 
- 100% helpful. 


Vol. 


These four books represent a fund of essential information which will be of 
tremendous help to the friend to whom you present them, or to you personally. 


=seeeee=@ Mail This Coupon Today—It Will Blaze Your Trail to Success #*#2==emam 


The Magazine of Wall Street, Book Department, 
42 Broadway, New York. 


Send me THE BUSINESSMAN—INVESTOR’S LIBRARY, four volumes, flexible 


C1 I inclose $9.90. [ Send C. O. D. and I will pay postman. 
EPR ars PUNO Go a'c. 0: cicero 6c) oie gp ateasie haus: oF arate Oe 
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Preferred Stocks San Francisco Stock and 


Bond Exchange 
Electric Light 
and Power 
Companies 


Dividends free from 
Normal Federal Income Tax 


HIS table is published regularly for the convenience of 
those of our subscribers and readers who are, or may be, 
interested in leading Pacific Coast securities. 


Bank and Public Utility Stocks 


-———1926—__,_ Last Sale 
Div. Rate High Low Dec. 23 
Anglo & London Paris Nat. Bank $10.00 207 191% 
Bancitaly Corporation sei 2.24 85 12 
Bank of Italy ++. 18.00 500 436 
East Bay Water A Pfd. con - 98% 9814 
Federal Brandes ss aber eae 10% 10% 
Great Western Power Pfd. nee A 103% 101 
Key System Prior Pfd f 89% 65 
Los Angeles Gas Pfd R 100% 95% 
Pacific Gas & Elec. Ist Pfd F 102% 97 
Pacific Gas & Elec. Common R 134 118 
Pacific Telephone & Tel, Pfd , 104% 99% 


We have prepared a Spe- 
cial List containing a num- 
ber of carefully selected 
issues in this group. The 
yields range from 7.00% 
to 7.50%. 


A copy of this list will 
be furnished investors 
upon request. 


MCDONNELL & CO. 


120 BROADWAY 


NEW YORK 
Members New York Stock Exchange 


Industrials and Miscellaneous 


Alaska Packers’ Assn 180 
California Packing 3 74% 
California Petroleum : K 38% 
Caterpillar Tractor, new —— 28% 
Emporium Corpcration 38 
Fireman’s Fund Insurance A 97% 
Foster & Kleiser (cm.) ’ 13% 
Hale Brothers A 87 
Hawaiian Coml. Sugar P 50 
Hawaiian Pineapple . 60% 
Home Fire & Marine . 38%, 
Honolulu Cons, Oil ’ 40% 
Hunt Brothers Packing ‘‘A’’ J 26% 
Mlinois Pacific Glass ‘‘A’’ J 33 
North American Oil 6 42 
Paraffine Common C 113 
Richfield Cons. Oil A 

Schlesinger A Common J 

Shell Union Oil . 31 
Southern Pacific ; 112 
Sperry Flour Common Le 

Spring Valley Water g 108 
Standard Oil of Calif 

Union Oil Associates 

Union Oil of California 

Union Sugar Common 

Yellow & Checker Cab ‘'A’’ 

Zellerbach Corporation 











SAN FRANCISCO 





Chrysler Motors 


Common Stock 
Listed on N. Y. Stock Exchange 


We have prepared a circular on the 
stock of the company which presents 
unusual features. 








‘Copy upon request 


John C. Feys 


and Associates, Inc. 


Capital $1,000,000 
369 Pine Street, San Francisco 
Stock Exchange Bldg., Los Angeles 





has the advantages of Anaconda’s vast 
marketing power and capacity to ab- 
sorb and equalize production. 

3. The company’s capitalization 
consists of 109.8 millions of outstand- 
ing common stock (185 millions au- 
thorized) of twenty-five dollars par 
value, of which Anaconda Copper 
and equipment are being provided to Company owns about 54%. There is 
enable production on a scale commen- also outstanding an issue of 35 million 


PRIZE CONTEST—CHILE 
COPPER 


(Continued from page 444) 











McCreery 
Finnell 
& Co. 


111 MONTGOMERY ST. 


SAN FRANCISCO 


surate with the size of the deposits. 
Electric shovels for handling the rock, 
electric trains over company roads 
linking the various plants, leaching 
tanks of enormous capacity, extensive 
crushing mills, a modern equipped 
smelter, all operated by company 
power plants, fed by company water 
lines and fuel lines, and linked by 
company-controlled railroads with tide- 
water, makes the organization very 
complete and self-contained. 

However, to both the ore reserves 
and the operating equipment must be 
added the additional asset of control 
by Anaconda Copper Company. 
Through this affiliation the company 


dollars of collateral 6% bonds, “Series 
A,” due on April 1, 1932, which are 
convertible up to that date into com- 
mon stock at thirty-five dollars per 
share. As stated before, the company 
owns the entire stock of the Chile Ex- 
ploration Company, which latter, how- 
ever, is only capitalized at one mil- 
lion dollars. 

4. The prosperity of the company 
depends chiefly on its ability to keep 
production costs down very low. Han- 
dling even low grade ores, as it does, at 
a cost of very close to eight cents a 
pound becomes profitable with quantity 
production, and when this production 
is brought up to the expected rate of- 
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350 million pounds a year by additional 
installations, it is certain that costs 
can be held well below eight cents. 
This low figure is attained through the 
working of several factors: unity of 
control in all operations, ease and ac- 
cessibility in the actual mining, com- 
parative cheapness of labor, compara- 
tively low though increasing rates of 
taxation, cheap sources of power for 


both plants and transportation, and - 


ability to increase or reduce rate of 
production quickly and without loss of 
efficiency. 

5. Both of the securities of the 
company seem attractive at the present 
time, but I would list the 6% con- 
vertible bonds as more ettractive than 
the common stock, Each of these se- 
curities is below briefly discussed. 

(a) Series “A” 6% Bonds. These 
bonds are well protected, are basically 
sound, and have a fairly active mar- 
ket. It is true that they are at pres- 
ent selling at a price which sets the 
yield a little low for bonds of their 
class, but it is in their convertible 
features that a possible increase in 
value lies. These bonds are convertible 
into common stock at the rate of thirty- 
five dollars per share. The stock is 
now selling at from two to three points 
below that level, but if ever it should 
go above thirty-five, the bonds would 
be immediately attractive for conversion 
purposes. It is true that the price of 
the stock may hesitate below the thirty- 
five dollar level for some time, in ap- 
prehension that this large block of 
stock through conversion might appear 
on the market to react on prices. But 
it must be realized that such a bar- 
rier is only an artificial one, and could 
not long hold back the price of the 
stock in the face of an improved cop- 
per market or increased ability of the 
company to sustain or add to its pres- 
ent dividend rate. Once that conver- 
sion is started the price should hold 
steady at least because of the better 
position of the company with the elimi- 
ogg of this 85 millions of funded 
ebt. 

(b) Common Stock. The yield on 
the common stock at present makes it 
attractive for a stock of its class, and 
the outlook is for the continuance of 
cash payments at the present rate. The 
factor which makes this continuation 
of payments seem certain is the control 
by Anaconda Copper, the large sums 
Anaconda receives through such pay- 
ments, and the fact that Anaconda will 
probably want this cash. Whereas 
Chile Copper has a wonderfully low 
cost of production, Anaconda has a 
high rate. During a dull copper mar- 
ket and under various adverse condi- 
tions in the field it becomes wise for 
Anaconda to curtail its own production, 
but it must then turn to its holding 
In Chile to provide funds to stand 
against its heavy fixed charges. From 
this feature of its control it seems quite 
Probable that Chile will continue its 
cash payments in spite of its policy 
of adding to its plant continuously in 
order to bring up production capacity. 

Very truly, 
DoNALD J. LEEHEY, 
Lieut. U. S. Army. 


JANUARY 1, 1927 








A. A. HOUSMAN-GWATHMEY & Co. 
Eleven Wall Street, New York 


Our Current 
Fortnightly Review 


discusses the general situation in the 
stock, cotton, sugar and grain markets. 


Copy on Request. 


MEMBERS 


New York Stock Exchange New York Cotton Exchange 

N. Y. Coffee & Sugar Exchange Rubber Exchange of N. Y. 

New York Produce Exchange Los Angeles Stock Exchange 

New York Curb Market New Orleans Cotton Exchange 

Chicago Stock Exchange San Francisco Stock & Bond Exchange 
Chicago Board of Trade Toronto Stock Exchange 

Houston Cotton Exchange Winnipeg Grain Exchange 

Dallas Cotton Exchange Winnipeg Stock Exchange 


Associate Members of Liverpool Cotton Association 


Leased private wire connection with all principal securities 
and commodities markets in the United States and Canada. 














LOGAN & BRYAN 


BROKERS 


STOCKS, BONDS, COTTON, GRAIN, COFFEE, 
SUGAR, COTTON SEED OIL & PROVISIONS 


ME MBERS: 

Minneapolis Chamber of Commerce 
Winnipeg Grain Exchange 

Salt Lake City Stock Exchange 

Los Angeles Stock Exchange 

Montreal Board of Trade 

Pittsburgh Stock Exchange 

Duluth Board of Trade 

San Francisco Stock and Bond Exchange 


PARTNERS: 

Benj. B. Bryan, Jr. B. L. Taylor, Jr. William F, Kane 
J. J. Bagley Harry L. Reno BR. 0. Jenkins 

E. Vail Stebbins Parker M. Paine 


New York Stock Exchange 
New York Cotton Exchange 
New Yerk Produce Exchange 
New York Coffee & Sugar Exchange 
New York Rubber Exchange 
Chicago Board of Trade 
Chicago Stock Exchange 
Boston Stock Exchange 


Benj. B. Bryan 
Louis V. Sterling 
James T,. Bryan 


Private Wires Atlantic to Pacific connecting with important 
intermediate points in the United States and Canada 


Main Office—42 Broadway, New York 


BRANCHES: 
CHICAGO 
Board of Trade Bldg. 
Congress Hotel 


SEATTLE 


Dexter Horton Bldg. 
WINNIPEG 
GRAND RAPIDS 
SANTA BARBARA 
AND OTHER POINTS 


8AN FRANCISCO 
Crocker Bldg. 
341 Montgomery 8t. 
PASADENA HOT SPRINGS TORONTO 
BAN JOSE HOLLYWOOD OIL CITY 
BUTTE SAN DIEGO CORONADO 
MINNEAPOLIS BILLINGS SPOKANE 


Biltmore Hotel 

















“Good First Mortgage Bonds” 
Send for this booklet 


Bank Stocks a an 
Gilbert Eliott & Co. Sates eta sae 


143 Montague St., Brooklyn, N. Y. 























Keep Posted 


The books, booklets, circulars and special 
letters listed below have been prepared with 
the utmost care by business houses of the 
highest standard. They will be sent free on 
request, direct from the issuing house. Ask 
for them by number. 

We urge our readers to take full advantage 
of this service. Address, Keep Posted De- 
partment, Magazine of Wall Street, 42 Broad- 
way, New York City. 





THE PRUDENCE PARTIAL PAYMENT 
PLAN 


An interesting booklet describing how guar- 

anteed first mortgage Prudence Bonds may 

be purchased in small installments. Special 

features of the booklet are the chart which 

shows how money grows and the fact that 

ue payments draw 5%% interest. 
. 


TATUM—A STORY FOR CONSERVATIVE 

INVESTORS 
In this interesting booklet issued by one of 
the foremost first mortgage real estate bond 
houses, you are given a clear-cut description 
of the experience of the men behind the 
bonds issued. Be guided in your invest- 
ments by the ‘‘Eight Cardinal Principles.’’ 
Send for your free copy 375. 


WEEKLY OIL ANNALIST 
contains current news of activities in the 
oil, coal and gas industries—tells you what 
the Standard Oil and Independents are doing 
—gives you concise market opinions on sear 
— oil, coal and gas securities. Ask for 
2. 


OVER THE COUNTER 
Opportunities which constantly crop up in 
high grade over-the-counter securities are 
analyzed in a house organ issued bi-monthly 
by an unlisted securities house. Copies 
mailed on request. (373) 


HOW TO JUDGE SOUTHERN MORTGAGE 
BONDS 
This free booklet contains the net of this 
old-established Company's experience in the 
First Mortgage Investment Field in the 
South. Ask for (302). 


THE REAL ESTATE INVESTMENT OF 
THE FUTURE f 
Mr. Fred F. French, one of the country’s 
foremost real estate authorities, has ex- 
plained the operation of the French Plan in 
the above mentioned book. Send for your 
free copy (348). 


THE BACHE REVIEW 
By reading this timely booklet but ten 
minutes a week you will be able to judge 
the market more accurately. Sent for three 
months without charge. (290) . 


BEHIND THE BROKER'S BOOKS 


If you are interested in increasing the effi- 
ciency of your accounting department, send 
for this beoklet explaining the important 
part Ellicott Fisher machines play behind 
broker's doors. Ask for 381. 


8 SAFETY FEATURES OF LEVERICH FIRST 
MORTGAGE REAL ESTATE BOND CERTIFI- 
CATE ISSUES 


This interesting 12-page booklet explains the 
reasons why so many investors are turning 
to Leverich first mortgage real estate bonds 
for safety. Send for your free copy (371). 


“PUTTING YOUR DOLLARS TO WORK”’ 
Several simple, yet fundamental, principles 
should goverr the planning and building of a 
personal bond investment reserve. A new 
booklet issued by The National City Com- 
pany discusses these principles in detail. 
Ask for your free copy. 


AN INVESTORS CATECHISM 


A booklet which describes without bias the 
weak and strong points of various types of 
investment including stocks and _ bonds. 
Ask for 384. 


FOR INCOME AND "OR PROFIT 
A booklet that should interest you. Ask 
for 364. 


ODD LOTS 
A well known New York Stock Exchange 
firm has ready for free distribution a book- 
let which explains the many advantages 


Unlisted Railroad Bond 


Index 


We call the attention of readers to the compilation of unlisted railroad bonds 
given below. Among them may be found the most representative of unlisted 
rail bonds. Many of these are underlying, branch line and divisional issues, 
and also terminal bonds. The scope of the investor is much widened by the 
consideration of these bonds. By far the greater part are of good quality, and, 
as a rule, offer yields above that for similar grade listed bonds. 


Invest- 
ment 


Akron, Canton & Youngstown Ist 6s, 1930 

Alabama & Vicksburg 1st ‘‘A’’ 5s, 1974 

Ann Arbor, Sec. 6s, 1930 

Atlantic Coast Line, Debenture 4s, 1939........ banesethiGes 
Augusta Terminal Ry. Ist 6s, 1947 

Austin & Northwestern R, R. Ist 5s, 1941 


> PP bp 


Bangor & Aroostook R. R. Ist 5s, 1943 
Bangor & Aroostook R. R. Cons. Ref. 4s, 1951 
Birmingham Terminal Ist 4s, 1957 

Buffalo Creek Ist Ref. 5s, 1961 

Buffalo & Susquehanna Ist 4s, 1963 


Central Arkansas & Eastern Ist Gtd. 5s, 1940 

Central Vermont Ry. Ref. 5s, 1930........ pickinaskousaned 
Charleston & West Carolina Ist 5s, 1946....... neil eiee alaue's 
Chattanooga Station Ist 45, 1957...........ceeeeeeececeece 
Chesapeake & Ohio, Northern Ry..1st 5s, 1945............. 
Chicago, Ind. & St. Lovis Short Line Ist 4s, 1953 

Chicago Junction R. R. Ist 4s, 1945 

Chicago, Memphis & Gulf Ist 5s, 1949 
Ee ee Sere ee eee 
Cleveland, Lorain & Wheeling, Gen. 5s, 1936 

Columbus, Delaware & Maryland Ist & Ref. 6s, 1937 


Florida Southern Ist 4s, 1945 
Florida West Shore Ist 5s, 1934 


Georgia & Alabama Terminal Ist 5s, 1948 

Georgia R. R. & Banking Ref. Deb. 4s, 1947 

Grand Rapids & Ind. Ry. 2nd 4s, 19386.............. bawewk . 
Grand Trunk Western Ist 4s, 1950 


Jacksonville Terminal Ref, Ext. ‘‘A’’ 5s, 1967 
Joplin Union Depot Ist 4%s, 1940........ Sets ebVeekaorwes 


Kanawha & West Va. R. R. Ist 5s, 1955 
Kansas City, Memphis & Birmingham Gen. 4s, 1934 


Lehigh & New England Gen. ‘‘A’’ 5s, 1954 
Louisville, Henderson & St. Louis Ist 5s, 1946 


Macon Terminal Ist 5s, 1965..... Ce RGA + Seen seks Roak ob 
Midland Valley R. R. Ist 5s, 1943 


New Orleans, Great Northern, Ist 5s, 1955 

Norfolk & Southern Ist Gen. 5s, 1954........... Piha ach Ores 
Norfolk Terminal and Trans. Ist 5s, 1948 

Northern Maine Seaport R. R. Term. Ist 5s, 1935 

Northern Ohio Ry. Ist 5s, 1945 


Peoria Ry. Terminal Co. Ist 4s, 1937 

Pere Marquette-Lake Erie, Detroit Div., 4%s, 1932 
Piedmont & Northern Ry. Ist ‘‘A’’ 5s, 1954 

Port Reading R. R. ist 5s, 1941 

Portland (Maine) Terminal Co. Ist 4s, 1961 


Raleigh & 8. W. Ry. Ist 4s, 1936 


South Bound R. R. Ist 5s, 1941 

Southern Indiana By. Ist 40, 1951]...........cccccecee sie d 
Stephenville, Nor. & So. Texas Ry. Ist 5s, 1940 

Suffolk & Carolina Ist Con. 5s, 1952 


Maman Oe Galt Teak Bat Ba, BOB 5. oeisicc osc cecescccedce 
Tampa Northern Ist 5s, 1936 

Texas & New Orleans Cons, 5s, 1943 

Toledo Terminal R. R, Ist 4%s, 1957 


Vicksburg, Shreveport & Pacific Ref. Imp. ‘‘A’’ 6s, 


‘Western Pacific, Sec. 4% Notes, 1980........... ecehrehoe 
Wisconsin Central Ist Ref. 4s, 1959 


B 
B 
A 
A 
A 
B 
A 
A 
A 
A 
A 
A 
A 
B 
& 
B 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
c 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
B 
A 
B 
A 
B 
A 
A 
B 
A 


Bid 
Price 
101 
102 
100% 
91% 
106 


94% 
74 


Yield computed at the asked price. Average yield 5.23% 


Yieid 


98 
96 
99 


93% 
86 


101 
97 


97 
93 


101% 
101% 
97 


82 
96 
100 
97 
95 


4.92 
5.62 


95 5.40 
75 5.69 








that trading in odd lots offers to both small , 
and large investors. (225) ae 
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The Chicago Railways 
Reorganization 
A Reply from F. J. LISMAN 


Dec. 17, 1926. 


Editor, 
THE MAGAZINE OF WALL STREET, 


New York, N. Y. 


Dear Sir: 

I want to thank you for the com- 
plimeniary remarks about my plan con- 
tained in an article in your last week’s 
issue concerning the Chicago Street 
Railways. 

I believe your deductions in this 


article are quite wrong because there 
are a few phases of the situation which 
the writer does not seem to have 
grasped. The provision in the 1907 
franchise which is to the effect that the 


new company, which might receive the. 


franchise 20 years later, would have to 
pay cash for the existing properties, is 
in the opinion of competent and impar- 
tial lawyers absolutely void. The City 
Attorney for the city of Chicago has 
stated so publicly. The City Council, 
under the Illinois’ laws, has no right 
to provide for anything to be done for 
more than 20 years, and as this par- 
ticular provision referred to is to go 
into operation after 20 years have 
elapsed, it is necessarily of no effect. 

The City Council, Chicago, has an 
absolute right to give the franchise to 
use its streets to whomsoever it 
pleases. The existing companies, in the 
event they do not obtain the franchise, 
have a reasonable time to remove the 
property and that is all. Naturally, 
the security holders, especially the bond- 
holders, would prefer to turn it over 
to a new corporation which offers them 
very liberal terms, in fact, better se- 
curities than they now own. 

The existing so-called bondholders’ 
protective committees are, in my opin- 
jon, tied up and interwoven with the 
existing companies, and, I claim, are 
working more on the behalf of these 
companies than for the benefit of the 
bondholders. Until some committees 
are formed which will act exclusively 
for the interest of the bondholders, the 
people owning the bonds had better not 
deposit their securities with any one. 
They certainly run no risk by retaining 
possession of the actual bonds, because 
whatever rights they have after the 
first of February are as well protected 
under the Lisman Plan as under any 
possible contemplated plan of the ex- 
isting corporations. 

Trusting you will see fit to print this 
letter, and thanking you again for your 
kind consideration, I am 

Very truly yours, 
F. J. LISMAN. 





The Magazine of Wall Street has compiled 
a list of books on speculation, Economics 
and Business subjects published by other 
companies. All of these books have been 
read by our Staff of experts and we heart- 
ily Tecommend them to our readers. We 
invite further correspondence about this 

- Address your inquiries care of Book 
Department. 


JANUARY 1, 1927 














America’s Smartest Resort Hotel 
Famous for its European Atmosphere 
Perfect Cuisine and Service 
EUROPEAN PLAN 
Single Rooms from $6. Double Rooms from $10 
All rooms have private bath and command an unobstructed view of the ocean 
NEW HYDRIATIC AND ELECTRIC-THERAPEUTIC DEPARTMENT 
GUSTAVE TOTT, Manager 


e7 4 i 


HOTEL EMPIRE 


Broadway at Sixty-Third St., New York City 
In the heart of the Automobile District 


A new fourteen-story fireproof structure. 
Unique location—ten minutes from forty 
theatres and near all places of interest. Sub- 
way, elevated, buses all at door. 

Room with private toilet, $2.50. Room with private 
bath, $3.50. Double room with private bath, $5.00. 


M. P. MURTHA, G al Manag 














We specialize in 


Benef icial loan Society 


Profit Sharing Bonds 


These bonds have paid 9% on par or more for over nine years. 
Bought—Sold—Quoted 


DAVID R. MITCHELL 


Investment Securities 
20 Broad Street, New York 
Hanover 0734-5-6 








SHORT TERM 
8% BONDS 


Maturities—2 to 8 years; 
Security— First Mortgages on new, 
income-producing buildings; _ first 
lien on income; monthly advance 
payments on interest and principal 
collected from the borrower by 
trustee; 

Trustee:Trust Company of Flori- 
da operating under state banking 
supervision; 

Record: No loss to any investor 
since this business was founded in 
1909. 

Free Booklet: Mailed on request. 


First Mortgage Bonds at 8% 
$100 Bénds, $500 Bonds, $1000 Bonds 
Partial Payments Arranged 


write ty 


‘TRusT COMPANY or FLORIDA 


Paid-in Capital aod Surplus ‘$00.000 


MIAMI, FLORIDA 








Street 
Bere Seca cee | es 1401 





Faroll Brothers 


BROKERS 


MEMBERS OF 


NEW YORK STOCK EXCHANGE 
NEW YORK PRODUCE EXCHANGE 
CHICAGO BOARD OF TRADE 
CHICAGO STOCK EXCHANGE 
WINNIPEG GRAIN EXCHANGE 


ASSOCIATE MEMBERS 
NEW YORK CURB EXCHANGE 


Stocks, Bonds, Grain 
Provisions, Cotton, Etc. 


Chicago 
166 W. Jackson Blvd. 
Morrison Hotel 


New York 


74 Broadway 














Manley-Andrew Co. 


Incorporated 
“7% and 8% Preferreds” 
1451 Broadway New York City 


Phones Wisconsin 7874-7875 


Brainy Diet. 














“Fat, oil, butter, cream and eggs certainly caused my 
catarrh and deafness, but your diet of lean meats, green 
tables, fruits, ete., restored me in a few weeks. My 
brain power and complexion improved tremendously, and I 
succeeded financially.’? Educational Bool-let 10c. BRINKLER 
SCHOOL OF EATING, Dept. 32M 131 West 72nd St., New York. 
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IMPORTANT ISSUES 


Quotations as of December 20 


1926 Price Range 
Recent 
Name and Dividend Low 
Albert Pick Barth wit...... 138% 10 18 
Amer. Gas & Elec, (1)ff.... 110% 64 102 


Amer. Seating (3)..........- 45% 32% 44 

Amer, Super Power A (1.2)t. 37% 19% 27% 
Amer. Super Power B (1.2)¢. 39 21%, 28% 
SRN SEI 6shk as 4 s0ca Wine 19% 14% «18 

ee |) ee 901%, 83 9014 
Centrif. Pipe (1)*......0.. 27 15% 16% 
Cities Service New (1.2)t.... 49% 37% 49% 
Cities Service Pfd. (6)f.... 92% 82% 92 

Consol. Gas of Balt......... 58 44%, 511% 
Consolidated Laundries (2)*.. 28% 21 21% 
Curtiss Meret... ..ccccccccces 23% 15% 19% 
Curtiss Aero Pfd, (7)f...... 89144 75% 80 

Durant Motorst............. 14% 3% 8% 
Elect. Bond & Share (1)f.... 86 564%, 69% 
Electric Investorst .......... 744% 30% 38% 
Fed. Purchase “A’’ (3)*.... 35% 28 28 

Fed. Purchase ‘‘B’’ (1)*.... 17% 8% 8% 


Ford Motor of Canada (20)f. 655 326 398 
General Baking A (5)*...... 79% 

General Baking B*.......... 18 
Gillette Safety Razor (3)f... 114 89 93% 


Glen Alden Coal (7)t........ 186 138% 180% 
Goodyear Tire & Rubberf.... 40 27%, 30 
Ge Ee) eee 98 82 97 


Happiness Candy Store (50c)* 7% 5% 6% 
Hecla Mining (2)f.......... 
International Utilities Bt.... 9% 3% 3% 
Land Co. of Floridaf........ 
Licn Oil & Refining (2)*.... 
Metro Chain Storesty/........ 
Mountain Producers (2.40)¢.. 26 23 25 
New Mex, & Arizona Land{t.. 17 9% 


1926 Price Range 
—— Recent 


——* 


Name and Dividend High Low Price 
New Jersey Zinc...... sae 178 187% 
Nipissing Mining (60c)*...... 9% 5 8% 
Northern Ohio Powerf...... 26% 9% 9% 
Pacific Steel Boiler*........ 16% 11 12% 
Puget Sound P. & L.f...... 66%, 26 344% 
Rand Cardex, new (8)...... 53 34% 51% 
Reo Motor (80c)7............ 25% 19 19% 
Rickenbacker Motor* ........ 9% % 1 
Salt Creek Producers (2%)t. 36 26% 31 
Servel Corporation Af....... 22% 5% 8% 
Southeast Pwr. & Lt. newt.. 46% 20 30% 


So’east Pwr. & Lt. Pfd.; (4)¢ 6934 58 68 


Stutz Motors® ..............- 87% 16% 18% 
Tidewater Associated (1.2)+.. 27 20% 22% 
Tidewater Asso. Pfd. (6)+.. 9914 94% 94% 
Wreie TR? Ue icksassscawec ne. 14 6% 8 
Tobacco Products Exportt.... 4% 3% 8y% 
Tubize Artif. Silkf.......... 240 153 160 
United Electric Coal........ 444%, 23 27% 
Victor Talking Machinef..... 155 68 154 
STANDARD OIL STOCKS 
Continental Oil (1)f.......... 25% 17% 20 
Humble “OR CiO)T..<..5.... 995% 52 63 
International Pet. (50c)f.... 3514 26%, 32% 
Obie OE: MOTs o5c60k ssvese 67% 553% 60% 
Prairie Oil & Gasf.......... 60% 48 50% 
Standard Oil of Ind. (2.5)+.. 70% 60% 69% 
Vacuum Oil (5)f...........-. 109%, 90%, 97% 





Note: 

*Listed in the regular way. 

+Admitted to unlisted trading privileges. 
+tApplication made for full listing. 


° \ 





URB trading developed mixed 

trends with much speculative in- 

terest centered on specialties in 
the industrial section. Public utility 
shares are now at uniformly lower 
prices than a fortnight ago with no 
especially heavy selling pressure hang- 
ing over this section of the list. A nota- 
ble strong spot was the oil group—both 
the Standard Oil issues as well as the 
independents. Industrial shares are 
irregular. 

Gulf Oil of Pennsylvania made a new 
high for the year at 98 and has been 
holding well at around this level. This 
company is one of the most favorably 
situated of the independent oil concerns 
and irrespective of intermediate fluctu- 
ations has still higher valuation in 
sight over a reasonable period of time. 
Readers who have accumulated this 
issue on earlier recommendations in 
these columns would do well to continue 
to hold their shares intact. 

Land Company of Florida went 
through one of its characteristic mar- 
ket antics during the week when it 
opened ten points up and established a 
high for this move at around 42 with 
remarkably small volume of transac- 
tions. Even at this level not very much 
stock was offered for sale and the price 
has held close to 35 where it closed on 
this notable session. Another indus- 
trial that has come into the limelight 
recently is Victor Talking Machine. 
This issue has been repeatedly recom- 
mended here on the belief that it was 


under intrinsic value below 100 but, of 
course, with no thought or advance 
knowledge of a sudden run-up to 155 ina 
few weeks’ time. We would advise read- 
ers who bought on our suggestion to sell 
half of their commitment at current 
levels. This recommendation presup- 
poses a technical reaction and does not 
necessarily imply that the top price 
has been reached. 

Standard Oil of Indiana has been the 
market favorite of the Standard stocks 
in recent weeks and closed the fort- 
night at close to its high for the year. 
This particular member of the family 
has been recommended by us before 
and is again recommended for new 
commitments even at current levels 
which might look high to the unin- 
formed, but intrinsically are not out 
of line. Chairman Stewart, testifying 
before a government inquiry, has pre- 
sented some intimate facts concerning 
his company and the investment values 
behind the shares. Standard of Indi- 
ana is the largest manufacturer of 
gasoline in the United States and sells 
about 20% of the nation’s gasoline out- 
put through some 7,700 bulk and serv- 
ice stations. The company is by no 
means a refining organization ex- 
clusively, however, for its extensive 
crude oil reserves controlled through 
Pan American, Lago Oil & Transit and 
other subsidiaries are in the aggregate 
probably the largest of any oil com- 
pany. Estimated profits for the first 
nine months of 1926 are in the neigh- 
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borhood of $6 a share and for the full 
year should run somewhere between $8 
and $8.50 a share. A sizable stock 
dividend is thought to be somewhere on 
the horizon with a surplus on hand 
available for this purpose of over 175 
million dollars and a distinctly upward 
trend in earnings. At the current 
price of around 69 Standard of In- 
diana (with extras) yields about 5.1% 
income as compared with 3.0% for 
Standard of New Jersey; 4.8% for 
Standard of New York, and 3.3% for 
Standard of California, all calculated 
at current prices and including extra 
payments during the year. 








INSURANCE DEPARTMENT 
(Continued from page 445) 


per year for the survivor, it would be $5,000 
per year, and is a policy of this kind advisable 
at the ages of 52 and 12 or 14 years younger? 
Or would it be more advisable to purchase a 
policy to run 8 or 10 years before annuity would 
start? 

While I am still in business, I wish to pave 
the way for a policy of this kind and also assure 
an annuity both in joint and for the survivor. 

Thanking you for this information, I am, 


Yours very truly, 
A.D: S; 


The returns from an immediate an- 
nuity, written on the Joint and Sur- 
vivor basis, are not particularly attrac- 
tive at the younger ages such as you 
specify, particularly when one of the 
prospective annuitants is a woman ap- 
parently about age 40. You are still 
in business, and would normally. con- 
tinue to be actively employed for about 
ten years any way. It is possible that 
after that time you might prefer to 
také life easier, and forego a part of 
your business life, although a man of 
62 who has led an active business life 
seldom wishes to definitely retire at 
that time if he is in good health. 

A Joint and Survivor Annuity with 
income payments deferred at least ten 
years would seem to be the better plan 
for you to contemplate. 

Such contracts require special calcu- 
lations to determine the exact cost, and 
I can therefore give you no informa- 
tion as to the cost for an income of 
$10,000 a year, as indicated. It could 
doubtless be arranged that in event of 
the death of one of the annuitants the 
survivor would receive one-half the 
amount of income previously paid to 
the joint annuitants. This would of 
course bring still another factor into 
the computation. 

If you are definitely interested in 
taking up the matter of a Deferred 
Joint and Survivorship Annuity now, 
and wish me to get a quotation in a 
company designated by yourself, or from 
one or two of the Old Line companies 
to which we usually apply for such fig- 
ures, I shall be glad to hear from you 
again. In such case, will you be good 
enough to give the exact ages of your- 
self and wife—day, month and year? 
This information is necessary in mak- 
ing request for rates of this type. 
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TAKING THE “MYSTERY” OUT 
OF THE TIDEWATER ASSO- 
CIATED OIL DEAL 


(Continued from page 446) 


at the expiration of the syndicate is 
only to be expected under such circum- 
stances. The preferred stock protected 
by earnings of four times the dividend 
requirement and available on close to 
a 6.5% yield basis is certainly not dear 
in this market.: 

As far as Tidewater Anesth com- 
mon is concerned the uncertainty of the 
immediate future price range revolves 
around the steps that the syndicate 
will take to correct an unfavorable 
technical situation—and these steps at 
this moment are unknown. This much 
is known, however, that the syndicate 
paid 80.7 million dollars for 1,380,000 
shares of the old Associated Oil Com- 
pany common which it exchanged for 
460,000 shares of the new Tidewater 
Associated preferred stock and 1,380,- 
000 shares of common. The block of 
preferred has been sold (as far as the 
syndicate is concerned) for something 
like 44.8 million dollars cash leaving a 
balance for which the bankers must 
reimburse themselves of 35.9 million 
dollars. Through the sale of their 
1,380,000 shares of common at 26, the 
syndicate would come out whole on the 
deal but would still not make any profit. 

These figures concern only transac- 
tions with Associated stockholders who 
took advantage of the bankers’ cash 
offer in March, 1926. Those who 
elected to make the exchange instead 
of taking cash find themselves in much 
the same situation as the bankers. The 
common stock syndicate also took over 
a block of treasury stock of the new 
company for cash. The size of the 
block was originally reported as 500,000 
shares but is now said to be only 200,- 
000 and the actual price paid is not 
known. It is a reasonable presump- 
tion that the cost of this additional 
stock will reduce the average cost of 
the syndicate’s total holdings. 

It is reported by the bankers that 
about 95% of the old Associated stock 
has been exchanged; this accounts for 
2.28 million shares of new common of 
which 1.88 million are held by the bank- 
ers, leaving only 900,000 shares on the 
market in the public’s hands from this 
source. With about 80% of the old 
Tidewater stock exchanged there would 
be over 2.28 million additional shares 
outstanding. However, Standard Oil 
of New Jersey received 1.07 mil- 
lion shares in exchange for its old 


Tidewater stock, which according to 


public reports will be held for in- 
vestment. In short, only about two 
million shares of the common stock 
are on the market and much of 
this stock is known to be held in strong 
hands. While new commitments in 
the common are not recommended until 
present uncertainties .are cleared up, 
ultimate recovery to former prices ap- 
pears to be only a matter of time and 
patience. 


? 
or Booklet 
No Obligation 
A Copy on Request 
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Dividend—Class A Stock 


The Board of Directors of Asso- 
ciated Gas and Electric Company 
has declared the quarterly dividend 
payable February 1, 1927, on its 
Class A Stock to holders of record 
at the close of business December 
81, 1926, at the rate of 244% of one 
share of Class A Stock for each 
share held, or 10% per annum. 

At this rate the stock dividend is 
equivalent to about $3.60 cash per 
share per year based on the present 
market price of about $36.00. 

Stockholders may also purchase or 
sell sufficient scrip to make full 
shares at the rate of $1.00 above or 
below, respectively, the sale price 
of Class A Stock. 


M. C. O’KEEFFE, Secretary. 





























The Cudahy Packing Company 


Chicago, Ill., Dec. 23, 1926. 
The Board of Directors has this day de- 
clared a regular quarterly dividend of 
One Dollar ($1.00) per share on the out- 
standing Common Stock of Fifty Dollar 
($50.00) par value, payable January 15, 1927 
to stockholders of record at the close of 
business sapeart 5, 1927. 
. W. ANDERSON, Secretary. 
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Keep Posted 


The books, booklets, circulars and special 
letters listed below have been prepared with 
the utmost care by business houses of the 
highest standard. They will be sent free on 
request, direct from the issuing house. Ask 
for them by number. 

We urge our readers to take full advantage 
of this service. Address, Keep Posted De- 
partment, Magazine of Wall Street, 42 Broad- 
way, New York City. 





ATLANTA 
If you are establishing a branch factory or 
office in the South, get a confidential survey 
strictly applicable to your business based on 
sound economies. Ask for 363. 


“RULES FOR SAFE INVESTMENT”’ 
Knowledge gained over a long period of 
years makes it possible to determine whether 
a given spot in a city will have a growth 
in property value which will be steadily in- 
creasing. This is only one of the important 
factors of safety of Real Estate Bonds 
which are explained in this booklet. Ask 
for 327. 


WHY A “NATIONAL UNION” FOR SAFETY 
If you are seeking first mortgage bonds that 
are guaranteed—that are insured—that are 
protected—send for your free copy of this 
interesting booklet. Ask for 356. 


AN UNUSUAL REFERENCE RECORD FOR 
INVESTORS AND TRADERS 
Illustrated circular and samples of sheets 
used in superior loose-leaf system of eleven 
forms and monthly index, 7%” x 5”. (266) 


A SUGGESTION TO INVESTORS 
This booklet explains in detail the features 
of Odd-lot investing. If interested, the 
prominent N. Y. Stock Exchange firm is- 
suing this booklet will be pleased to send 
you a complimentary copy. Ask for 278. 


44 YEARS WITHOUT LOSS TO ANY 

INVESTOR 
The well-known firm of investment bankers 
who bring out this booklet have endeavored 
in the 1925 edition to present a comprehen- 
sive story of the business methods which for 
44 years have insured the safety of all their 
underwritings to the end that no investor 
has ever suffered a loss or been compelled to 
wait even a single day for the payment of 
principal and interest upon his securities. 


17) 


FLORIDA’S SAFEST INVESTMENT 
Are you seeking a return of 8% on your 
money with 100% security? You will be in- 
terested in reading this booklet issued by one 
of the strongest building and loan associa- 
tions in Florida. Ask for 388. 


FIFTY-THREE YEARS OF PROVEN 
SAFETY 
An inte®esting and handsomely illustrated 
booklet describing the investment principles 
which have made possible the record of ‘‘No 
Loss to Any Investor in Fifty-Three Years’’ 
for owners of Smith bonds. Ask for 326. 


THE PARTIAL PAYMENT 
method of purchasing good securities in odd 
lots and full lots on convenient terms is 
explained in a free booklet issued by an 
old established New York Stock Exchange 
House. (224) 


BOND RECORD 
A convenient record book for listing bond 
holdings, interest payments, profits, ete. 
Title heading of book, ‘‘My Investments.”’ 
A limited number is being distributed gratis 
by a leading Bond House. ) 


LET YOUR MONEY EARN 6% 
If you are a small investor, you cannot 
afford to risk your money in speculation. 
Place it in shares of one of the safest build- 
ing and loan associations. Send for their 
booklet No. 293. 


WHERE DOLLARS GROW 
If you are looking for 7% and 8% profit on 
your investment, you will be interested in 
as this remarkable booklet. Ask for 


WHY WE CHOSE ATLANTA 
See what Atlanta can mean to your busi- 
ness. Send for this free booklet giving the 
experience of more than 600 concerns now 
in Atlanta. (363) 
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Commodities 


CQTTON HE remarkable adop- 
tion of the proposals 
of John Maynard 

Keynes by the Lancashire mills may do 

much to restore the statistical situation 


in cotton. His demonstration proved 
that it was cheaper to work up cotton, 
at prevailing prices, in full time pro- 
duction, despite the low prices of cot- 
ton goods, than to limit production 
schedules. Lancashire ordinarily buys 
about a tenth of our crop, and the 
adoption of this policy is significant in 
reducing the surplus. American tex- 
tile mill opinion is’also more hopeful, 
and while this sentiment has not as yet 
had buying scope, holders of distant 
options would do well to bear it in 
mind. Greater adventurousness in pat- 
terns is noted in cotton prints, and the 
speedy styling of cotton goods ought to 
restore them to favor for apparel and 
house furnishings demand. But the best 
news in the bull interest is the reduc- 
tion of the Indian crop by 500,000 
bales, which means that England faces 
a short supply of coarser cotton. With 
weather in the southwest retarding 
picking of low grade cotton, the pros- 
pect for cotton prices is better than at 
any time since the latest government 
forecast. Close: January, 12.22; March, 
12.47; May, 12.68; July, 12.90; Sep- 
tember, 13.13 cents. 


WHEAT. The final government re- 

port on wheat estimated 
December 1 condition at 81.8% for 
1926 as against 82.6% in 1925 and ten- 
year average of 84.4%. Nevertheless, 
5% increased acreage sown to winter 
wheat and 50 million bushels remaining 
available for export during the spring, 
continue to keep quotations on a low 
level. However, the fact that too 
large a short interest has been built 
up, keeps the shorts scurrying under 
rumors and makes the market one in 
which purely pit considerations are 
active. Close (Chicago): May, 1.41; 
July, 1.84. There seems little specula- 
tive play in these levels. 


Corn has been buoyed up 
somewhat by the belief that 
final government estimates would indi- 
cate a reduced crop, but the report 
failed to confirm these expectations. 
Early winter, though, by making move- 
ment slow and difficult, in effect repro- 
duced temporarily the effects of a short 
crop. Large amount of cash corn is 
showing poor quality, so that tender- 
able corn in the higher grades is re- 
duced more than crude crop figures in- 
dicate. Close: May, 82 cents; July, 85 
cents. Month-end shifting of options 
is not at present favorable to May. 
Moderate gains in quotations, though, 
appear in the offing for the two de- 
ferred options. 


CORN 





We will be glad to recommend to you a 
reliable Building & Loan Association in 
any part of the United States. This 
service is gratis as we recognize the im- 
portance of having our readers deal with 
reliable associations. 











TRADE TENDENCIES 
(Continued from page 450) 








conditions will take on a livelier aspect 
during the first quarter. 

Although the railroads have entered 
into the market from time to time dur- 
ing 1926, the volume of their orders up 
to this time has been a great disap- 
pointment. In the closing weeks of 
December, however, inquiries were ex- 
ceedingly large; and many producers 
construe this as a favorable omen for 
greater activity in the first quarter of 
1927. Demand centers in locomotives 
and track accessories, while freight car 
buying has just begun to make itself 
felt in the steel market. With the pres- 
ent sluggish situation, orders from the 
carriers are the sustaining factors in 
the steel industry. 

Other steel lines have picked up. 
Automobile business is much better, 
and a brighter prospect for participa- 
tion in steel buying from this source is 
encouraging. Large contracts for struc- 
tural steel have been placed, and this 
is another branch of the trade which is 
expected to give a better account of 
itself in the new year. The most active 
line has been the tin plate industry; 
up till about a week ago, many produc- 
ers of this material were operating at 
almost full capacity, but recently there 
has been a marked falling off. 

Inquiries for pig iron in the East are 
quite rare, and sales have been very 
small. The inquiries on hand have in- 
fluenced prices, and concessions are be- 
ing offered. First quarter requirements 
should stimulate new interest. Coke 
remains quiet. 





METALS 











Production Heavy 


Recent weeks have been characterized 
by heavy production in most of the 
major metals, in the face of rather 
apathetic buying. Primary copper out- 
put by U. S. mines maintained a daily 
average of 2,508 tons during November, 
compared with the previous former 
high of 2,463 tons in February, 1925. 
Markets, however, remained lethargic 
until early December, when the com- 
bination of the lowest prices in a year 
and a half and the announcement by 
the British Metals Corporation of its 
independence from the Copper Export- 
ers’ Association served to renew inter- 
est, resulting in more confident buying 
and slight recovery in price. While the 
statistical position of copper is some- 
what less favorable than a few months 
ago with sizable stocks in refiners’ 
hands, the excess is less than at this 
time in either of the two preceding 
years. Moreover, consumers are not 
heavily covered for early 1927 require- 
ments and a general expansion in pur- 
chasing both at home and abroad would 
appear inevitable. Prices give evidence 
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of stability, but sustained higher levels 
are not in immediate prospect. 

Aluminum is also in record produc- 
tion. Not only has the year witnessed 
a peak in the output of its ore, bauxite, 
of close to a million and a half tons, 
but production of the metal. in this 
country and Germany, our nearest com- 
petitor, has been very large. While the 
automotive, aircraft and alloy indus- 
tries require increasing quantities of 
this metal, the supply, present and pros- 
pective, is too generous to permit any 
substantial appreciation in values. 

Lead and zinc consumption have been 
well sustained by continued building 
activity. Markets in both metals have 
been fairly steady although demand 
has evidenced a declining tendency dur- 
ing December, which, coupled with the 
heavy output and the proximity of 
competitive foreign prices have con- 
trived to depress values slightly. 

Tin maintains the high levels brought 
on by constricted supply and until this 
situation is alleviated or consumption 
requirements materially altered no im- 
portant decline seems possible. 

In short the price situation for the 
non-ferrous group as a whole appears 
stable at current levels, at least for 
the immediate future. 








. Important Dividend Announcements 


Note—To obtain a dividend directly 
from the company the _ stockholder 
must have his stock transferred to his 
name before the date of the closing of 
the company’s books. 

Ann’l Amount Stock Pay- 
Rate Declared Record able 


$5 Abitibi Power & Pa- 
OOF CE. ksvevcaces $1.25 


o 
J 
Ine 


7% Am. Typefound. pf..14% 
$3 Arch, Dan.-Mid. cm. .$0.75 
$7 Arch, Dan.-Mid, pf..$1.75 
.. Art Metal Cons...... $0.50 
$6 Balt. & Ohio cm..... $1.50 
.. Balt. & Ohio cm..... $0.50 Ext 
$4 Chic, Yell. Cab...... $0.334%4 M 

$0.80 Cont’l Motors ....... $0.20 
$6 Crucible Steel cm....$1.50 

75%: Guba Oo. pl... cscces 82% 

6% Du Pont deb......... 14% 

$2.40 Fair, The, cm....... $0.20 
$8 Famous Players pf..$2.00 
$6 Gen. Mot. 6% deb...$1.50 
$6 Gen, Mot. 6% pf....$1.50 
$7 Gen. Mot. 7% pf....$1.75 

6% Int’l Paper 6% pf..1%% 

7% Int’l Paper 7% pf..14% 
$3.60 Liquid Carbonic cm..$0.90 
$7 Louis. & Nashville. ..$3.50 
$50 Mahcn. Coal R.R. cm.$12.50 

— Marlin-Rockwell cm. .$0.50 
$2 Miller Rubber Co. cm.$0.50 
$2 Motion Pic. Cap. pf..$0.50 

8% Mountain & Guilt Oil. 2% 
— Mountain & Gulf Oil..1% 
$7 Ntl. Dpt. Strs. Ist pf.$1.75 
$3 N. Y. Air Brake....$0.75 

7% Oil Well Supply pf..14%4% 

$2.40 Packard Motor ..... $0.20 
$8 Peoples Gas ........ $2.00 

5% Pere Marquette pf...144% 

5% Pere Margq’tte pr. pf.14% 
$6 St. Louis-SanFran, pf.$1.50 
$4 Southern Dairies A..$1.00 

7% Southern Ry. cm....1%% 

5% Southern Ry. pf..... 14% 

7% United Drug Pfd....1%% 
$5 U. 8. Ind. Alcohol cm.$1.25 

7% W. Penn. Pr. 7% pf.1%% 

6% W. Penn. Pr. 6% pf.14% 
— Woolworth, F. W.... 50% 
$3 Wrigley, Wm. ...... $0.25 
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Associated Gas and Electric 
System 


Founded in 1852 


ee 


Three times 7 
a. much light 7 





CARBON LAMP 


The First Tungsten Lamp 


In 1902 two young chemists, Alexander Just and 
Franz Hanaman, in a high school in Vienna, tried to 
make a hard lamp filament which would give a 
brighter light. 

After two years of experimenting they succeeded 
in making a paste out of tungsten powder. By forc- 
ing it under high pressure through a hole drilled in a 
diamond they made a slender wire of extreme hard- 
ness. 

This was a great forward step. The new tungsten 
lamp, later improved to make the filament less break- 
able, gives nearly three times as much light from the 
same amount of electricity as the former carbon lamp. 

Users of electricity everywhere now benefit from 
this improvement in lighting. One out of every 61 
wired homes in the United States and its possessions 
is served by the Associated System. 











Associated Gas and Electric Company 
Incorporated in 1906 
Write for our “Illustrated Yearbook.” 


Associated Gas and Electric Securities Company 


61 Broadway 


New York 



































@ Have you insurance on your 
investments, protecting you 
against loss of principal and 
interest from date of issue to 
date of maturity? 


@ You insure your home against 
fire, and your automobile 
against theft. Then why per- 
mit your most valuable pos- 
session to go unprotected? 


QIf you will write for circular 
you will find fully explained 
how INSURED MORTGAGE 
BONDS protect you. 


Newburger, Henderson & Loeb 


1512 Walnut St., Philadelphia 
100 Broadway, New York 
Member N. Y. & Phila. Stock Exchange 

















Long Term 


Bonds 


A selected list of Long 
Term Railroad, Public 
Utility and Industrial 
Bonds yielding 4.80% 
to 5.75%. 

Ask for List A-l 


MACKAY & CO. 


BANKERS 


14 Wall Street, New York 
Members New York Stock Exchange 
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Dividends 
North American Light & Power 
Company 








Debentures and Interest 





Central Trust Company of Illinois, 125 
West Monroe Street, Chicago, and Ameri- 
can Exchange Irving Trust Company, 
Columbia Office, 60 Broadway, Borough 
of Manhattan, New York, New York, 
have been appointed agencies of North 
American Light & Power Company 
for the payment cf semi-annual interest on 
its 30-year Sinking Fund Gold Debentures, 
Series A 51%4%. The first interest payment 
is due January 1, 1927. 

Definitive debentures are now available at 
the agencies specified above, in exchange 
for temporary debentures. 

NORTH AMERICAN LIGHT 
& POWER COMPANY, 
By P. L. Sura, 

Treasurer. 








The New York Central Railroad Co. 
New York, December 15, 1926. 
A Dividend of One Dollar and Seventy- 
five Cents ($1.75) per share, on the Capital 
Stock of this Company, has been declared 
payable February 1, 1927, at the Office of 
the General Treasurer, to stockholders of 
og Ag the close of business December 





For the purpose of the Annual Meeting of 
Stockholders of this Company, which will 
be held January 26, 1927, the Stock Trans- 
fer Books will be closed at 3 P. M. Decem- 
ber 30, 1926, and reopened at 10 A. M. Jan- 
uary 27, 1927. 

H. G. SNELLING, General Treasurer. 





SEABOARD AIR LINE RAILWAY 
Five Per Cent Adjustment Mortgage 
Gold Bonds. 

An instalment of interest on Seaboard 
Air Line Railway Adjustment Bonds 
amounting to 24%% ($25), represented by 
August 1, 1924, coupons, Nos. 57 and 58 for 
$12.50 each, has been declared and will be 
paid on and after February 1, 1927, at the 
office of The New York Trust Company, 

No. 100 Broadway, New York. 
SEABOARD AIR LINE RAILWAY CoO., 
By ROBT. L. NUTT, 
Vice President and Treasurer. 
New York, December 20, 1926. 





Keystone Power Corporation 


The Board of Directors of the Keystone 
Power Corporation has declared quarterly 
dividend of one and three-quarters (1%%) 
per cent., for the quarter ending December 
31st, 1926, payable on -the 7% Preferred 
Stock of the Company on January 3rd, 
1927, to stockholders of record at the close 
of business on December 20th, 1926. 

Cc. F. KALP, Treasurer. 





OTIS ELEVATOR COMPANY 
26th St. & 11th Ave., N. Y. C. 
December 21, 1926 
A quarterly dividend of $1.50 per share on 
the Preferred Stock, and a cash dividend of 
$1.50 per share on the Common Stock wiil 
be paid January 15, 1927, to stockholders 
of record at the close of business on 
December 31, 1926. 
A 25% stock dividend will be paid Febru- 
ary 1, 1927, to common stockholders of 
record at the close of business on January 


5, 1927. 
C. A. SANFORD, Treasurer. 





AHUMADA LEAD COMPANY 

The Board of Directors has declared the 
regular dividend of seven and one-half 
(74%) cents, and an extra dividend of seven 
and one-half (74%) cents, or a total of fif- 
oem (15) cents per share, payable January 
*s, | to stockholders of record December 
J. F. BANKERD, Treasurer. 

December -2, 1926. 
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SOUND UNLISTED UTILITY 
PREFERREDS OFFER HIGH 
YIELDS 


(Continued from page 426) 











older obscurity, to one where they will 
become investor favorites, is the inter- 
val out of which the prudent and 
shrewd investor can extract gain for 
himself. 

The investor who is purchasing pre- 
ferred stocks in the over-the-counter 
market must not forget the old dis- 
tinction between operating and holding 
company preferred stocks. The former 
are nearer the property, in the sense 
that they must be paid by the holding 
company before it makes any disburse- 
ments to its own stockholders: the lat- 
ter enjoy the merit of much greater 
market fame and favoritism and are 
directly affected by the speculative con- 
siderations attaching to their junior 


_ equities—the common stocks. These 


holding company preferred stocks have 
larger appreciation possibilities, since 
as the earnings of the system applic- 
able to the common stock rises, the 
preferred stocks have the more room 
in which to improve their investment 
standing. On the other hand, the oper- 
ating company preferreds have the in- 
teresting merit that they are usually 
held widely in the district in which the 
issuing company operates so that they 
are favorably known to a local market 
which is normally interested in their 
purchase. 

The accompanying table lists twenty- 
two representative public utility pre- 
ferred stocks, active in the unlisted 
market, and all of which possess merit 
either for income primarily or for ap- 
preciation possibilities. The list should 
be closely analyzed by the reader as 
the investments vary considerably in 
their suitability to individual investor 
needs, 








PRIZE CONTEST—AMERICAN 
LOCOMOTIVE 


(Continued from page 445) 








and poor ones in others, but on the 
average showing a good return on in- 
vested capital. Over a 10-year period 
the company showed earnings of 
$103.15 in the agregate on its common 
stock, or an annual average return of 
$9.82 against a dividend rate (present 
rate) of $8 per year. 

The amount of new business receiv2d 
during the first six months of 1926, 
although moderate in volume, was sub- 
stantially better than received during 
the same period in 1925. During the 
past several years the purchases of 
locomotives by the railroads have been 
below normal, and it is only reasonable 
to expect more active buying in the 
near future. The outlook is promising 


When doing business with our advertisers, kindly mention THE MAGAZINE OF.WALL STREET 


for the last half of the year and for 
the year as a whole. 

The American Locomotive Co., in 
conjunction with Ingersoll-Rand and 
General Electric has under development 
an oil-electric locomotive which is ex- 
pected to accomplish large savings in 
fuel costs. It is also reported that the 
American Car & Foundry is closely af- 
filiated with American Locomotive with 
rumors of merger being talked from 
time to time. 

The common stock sells in the market. 
at 100 and paying dividends at the rate 
of $8 per year shows a yield of 8%. 
With business improving, with wide- 
awake conservative management at the 
helm there are good reasons to believe 
that the present dividend will be main- 
tained, and in this light the common 
stock suggests itself for a purchase as 
an attractive speculation, with the fur- 
ther possibilities of the stock recovering 
its previous investment standing. 

Respectfully submitted, 
WALTER G. RODEN. 





WHAT IS THE SCARCITY 
VALUE OF LIBERTY BONDS? 


(Continued from page 412) 











and Fourth Liberty bonds are now sell- 
ing at prices that yield the purchaser 
slightly more than 3.50%. When the 
third issue of Treasury bonds, 1947-52, 
was put out last March at 3%%, Sec- 
ond and Fourth Liberties were selling 
to yield about 4%. Even then the 
issue was sold at a premium of a half 
per cent. The Treasury will not be 
surprised if the short-time refunding 
of the Third Liberties in September, 
1928, is floated to yield 3%%. A little 
slowing up of business might put it out 
to net 3%%. It would not be inex- 
plicable, in that event, if Fourth Liber- 
ties ascended five to ten points, and the 
Treasuries half as much. Remember 
that the latter are already selling at 
110—-yielding. only 3.59%. 

Whatever happens in 1927, it is the 
Treasury expectation that general in- 
terest rates are in for a long decline. 
Taking this general trend into account 
with the demands peculiar to Liberty 
bonds, their progressive scarcity and 
their unique character among the 
world’s securities with respect to 
negotiability and the eagerness of their 
maker to retire them the Liberties may 
be said to have a future brimful of 
promise for their present holders. 
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Important Corporation Meetings 


Date of 
Company Specification Meeting 
Burroughs Adding Machine........ 1-4 
ee error Pf. . 1-4 
Orpheum Circuit .............. 1.4 
Chic., Rock Island & Pacific.... 1-5 
May Dept. Stores........... 1-6 
ott I OR ero 1-6 
Erie & Pitts. Ri: R........6ckieees 1-10 
Kansas moe Fy Power & Lt.......... 1-10 
OP eee 1-1] 
Central Tinels Light Ss sa hla is oie 2 1-11 





Nashville, Chatt. & St. Louis, . 





Western Union .Telegraph. . 1-11 
American Sugar Refining. . “sh 1-12 
Simms Petroleum .............. Directors 1-14 
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LITHOGRAPHED 
LETITERHEADS 


PER THOUSAND 
re) @ l 2 IN. 50,000 LOTS 
COMPLETE 
25,000 @ $1.50 per M — 12,500 @ $1.75 per M 
On our 20 lb. Paramount Bond 
A Beautiful, Strong, Snappy Sheet 
SEND FOR SAMPLES 


GEO. MORRISON COMPANY 
552 West 22nd St. - New York City 


LITHOGRAPHED ENVELOPES TO 
«51.50 PER THOUSAND IN 


MATCH 
25,000 LOTS 





Business Opportunities 


SEAL PRESSES 


CORPORATIONS 
NOTARY~ LODGES 
SPECIAL @ESIGNS~ 
AUGUST BEKKEVOLD 
60 ANN ST.—-NEW YORK 














Charters 





DELAWARE incorporator; charters; fees small; 
ae C. Guyer, 901 Orange St., Wilming- 
ton, 





Dividends 


The Baltimore & Ohio Railroad Co. 


OFFICE OF THE SECRETARY 


Baltimore, Md., December 15, 1926. 


The Board of Directors this day declared 
for the three months ending December 31, 
1926, from the net profits of the Company, 
. dividend of one (1) per cent on the Pre- 
ferred Stock of the Company. 

The Board declared from the_ surplus 
profits of the Company a dividend of one 
and one-half (1%) per cent on the Com- 
mon Stock of the Company. 

The Board also dectared a further divi- 
lend of one-half of one per cent out of the 
surplus profits of the Company, on the 
‘ommon Stock of the Company, in order 
“hat the dividends declared on the Common 
stock for the entire year 1926 shall aggre- 
vate six per cent. 

These dividends are payable March 1, 
1927, to stockholders of record at the close 
f business on January 15, 1927. 

The transfer books will not close. 

Cc. W. WOOLFORD, Secretary. 








SOUTHERN RAILWAY COMPANY 
New York, December 16, 1926. 
PREFERRED STOCK 
A dividend of one and ee per 
ent (14%%) on the Preferred stock of 
Southern Railway Company has been de- 
celared payable on January 15, 1927, to 
stockholders of record at the close of busi- 
ess January 3, 1927 


COMMON STOCK 

A dividend of one and three-quarters per 
cent (1%%) on the Common ‘stock of 
Southern Railway Company has-been de- 
Glared payable on February 1; 1927, to 
stockholders of ere at the close of -busi- 

ness January 10, 1927. 
Cc. E. A. BARTS, Secretary. 


JANUARY 1, 1927 














ESSENTIAL SERVICE 


a 


IN 19 STATES 


‘MIDDLE WEST 
UTILITIES COMPANY 


Notice of Dinidena 
on Preferred Stock 


The Board of Directors of 
Middle West Utilities Com- 
pany has declared the regular 
quarterly dividend of One 
Dollar and Seventy-Five 
Cents ($1.75) upon each 
share of the outstanding Pre- 
ferred Capital Stock, payable 
January 15, 1927, toall Pre- 
ferred stockholders of record 
on the Company's books at 
the close of business at 5:00 
o'clock P. M., December 31, 
1926. 

















EUSTACE J. KNIGHT, 
Secretary. 



































Remington-Noiseless 
Typewriter Corporation 


Preferred Dividend No. 8 
New York, December 14, 1926. 


The Board of Directors has this day de- 
clared a quarterly dividend of $1.75 per 
share on the Preferred Stock payable Jan- 
uary 15, 1927, to stockholders of record 
January 3, 1927. 


HAROLD E. SMITH, 
Secretary. 











BAYUK CIGARS INC. 


PHILADELPHIA 

Quarterly « ividend of 1349 on the First Preferred 
stock of this corporation; 154% on the Convertible 
Second Preferred stock, and 2% on the % Second 
Preferred stock have been declared payable January 
15th, 1927, to stockholders of record at the close 
of business December 31st. 926. 

Checks will be mailed. 

Harvey L. Hirst, Secretary. 


December 18th, 1926. 








THE WESTERN UNION TELEGRAPH COMPANY 


New York, December 14, 1926. 
DIVIDEND NO. 231. 


A quarterly dividend of TWO PER 
CENT. has been declared upon the Capital 
Stock of tnis Company, payable on Janu- 
td 15, 1927, to stockholders of: record at 

the cloze of business on December.23, 1926. 

The transfer books wili remain open. 


G. K. HUNTINGTON, Treasurer. . 


Public Service Corporation 
of New Jersey 


Dividend No. 78 on Com- 
mon Stock 


Dividend No. 32 on 8% 
Cumulative Preferred Stock 


Dividend No. 16 on 7% 
Cumulative Preferred Stock 


Dividend No. 5 on 6% 
Cumulative Preferred Stock 


The Board of Directors of Public Service Cor- 
poration of New Jersey has declared dividends 
at the rate of 8% per annum onthe 8% Cums- 
lative Preferred Stock, being $2.00 per share, at 
the rate of 7% per annum on the 7% Cumula- 
tive Preferred Stock, being $1.75 per share, at 
the rate of 6% per annum on the 6% Cumula- 
tive Preferred Stock, being $1.50 per share, and 
50 cents per share on the non par value Common 
Stock for the quarter ending December 31, 1926. 
Dividends are payable December 31, 1926, to 
stockholders of record at the close of business 
December 3, 1926. 

T. W. Van Middlesworth, Treasurer. 








Public Service Electric 
and Gas Company 


Dividend No. 10 on 7% 
Cumulative Preferred Stock 


Dividend No. 8 on 6% 
Cumulative Preferred Stock 


The Board ot Directors of Public Service Elec- 
tric and Gas Company has declared the 
quarterly dividend on the 7% and 6% Preferred 
Stock of that Company. Dividends are payable 
December 31, 1926, to stockholders of record at 
the close of business December 10, 1926. 


T. W. Van Middlesworth, Treasura 


American Type Founders 
Company 


Jersey City, N. J., December 15, 1926. 
A quarterly dividend (No. 99) of one and 
three-quarters per cent on the Preferred 
Stock and a quarterly dividend (No. 116) 
of two per cent on the Common Stock have 
this day been declared, payable January 
15, 1927, to stockholders of record at the 
close of business January 5, 1927. Checks 
mailed by The Bank of America, Transfer 
Agent, 44 Wall Street, New York City. 
WALTER S. MARDER, Secretary. 








DODGE BROTHERS, Inc. 


The regular quarterly dividend of $1.75 
per share on the Preference Stock of the 
Corporation, has been declared, payable 
January 15th, 1927 to stockholders of rec- 
—" the close of business December 27th, 


R. P. FOHEY, 
Secretary. 





MAGMA COPPER COMPANY 
A dividend of seventy-five cents per 
share has been declared on the stock of 
this Company payable January 15, 1927, te 
stockholders of record at the close of busi- 
ness on December 31, 1926. 
H. E. DODGE, Treasurer. 
December 16, 1926. 
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Manufacturers turn to 


GEORGIA 


With annual statements growing 
less satisfactory each year, as gross 
profits are more and more depleted by 
burdensome taxes, high power costs, 
unfavorable labor conditions, and other 
causes pertinent to the locality—man- 
ufacturers are turning to Georgia as 
the solution to an increasingly vexing 
problem. 

They know of the amazing industrial 
growth of Georgia; have written for 
facts and figures, and have substanti- 
ated claimed advantages by 
personal inspection. 


They Found in Georgia 


An equable year-round cli- 
mate—an inexhaustible sup- 
ply of hydro-electric power at 
rates comparable to the lowest 


in the country—low taxes (in many 
counties new industries are encouraged 
by a five year tax exemption)—no 
state income tax—no state inheritance 
tax—pure water—wide variety of raw 
material within moderate hauling dis- 
tance—excellent transportation facili- 
ties—plenty of Anglo-Saxon labor— 
and last but not least, a decidedly 
friendly public sentiment, and a spirit 
of real cooperation between capital and 
labor which embodies an inherent and 
wholesome respect for prop- 
erty rights. 


Specific information, which 
may have a direct bearing on 
your future dividends, will be 
mailed promptly to interested 
executives. 


GEORGIA RAILWAY» POWER Co. 


ATLANTA 


NEW YORK OFFICE—120 BROADWAY 
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